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yes American Life Convention Head 


Launching of Two New Sections Adds to Interest in 
St. Louis Meeting—Select Cincinnati for Next Year 


Activities Expanded 


Convention Headquarters 
St. Louis, Oct. 12 


HE work of the American Life 

Convention has extended so that a 

meeting week takes on an entirely 
new meaning. Heretofore the Legal 
Section has held its meeting the first 
two days of the week, the golfers 
have had their tournament the first 
two days, and then the big meeting 
same on for the three following days. 
With the introduction of the Financial, 
Agency and Home — Management 
Sections, sufficient attention had to be 
iven to the section al meetings, as many 
attendance were primarily interested 
n these programs. 

rhe addition of these sections to the 
mvention week has enlarged its activi- 
ties to a considerable extent. The Finan- 
cial Section this year adopted a resolu- 
tion recommending to the officers and 
members of the executive committee 
that an investment bureau be organized 
at the head office of the convention, to 
enable it to gather all information of 
value regarding investments, loan com- 
panies, appraisers, and in fact, all fac- 
relating to the investment side of 


1 





1¢ business. If this bureau be estab- 
lished, it naturally will entail much 
work Investigators and _ statisticians 
will have to be employ ed All this will 


mean additional expense. It is up to the 
ompanies which are members of the 


rganization to decide whether they de- 
sire to have this extended service. 


Financial Section 
Will Be of Great Service 


_W. H. Hinebaugh, chairman of the 
mancial Section, remarked in presid- 
ing over this meeting that if the section 
lad been organized some years ago, 


companies would have avoided the 
"alls into which they fell owing to 
the deflation of the farming industry 
‘tis certain that many executives find 
l€ mvestment side of their business of 


‘aramount importance. They feel that 
American Life Convention should 
e an all around service organization 


ishing information and data of all 
Oo members. The investment men 
fronted with grave problems and 
VY believe that by this cooperative en- 
he convention can be of added 
ts members. 
Industrial Section 

May Be Organized 





Y‘diue to } 


Was some talk in the hotel 
) an industrial life insurance 
‘ection should be organized so that the 
apanies writing industrial business 
: > a forum for discussing their 
a problems. There are a number 
compames now in the convention 





NEW OFFICERS ELECTED 


PRESIDENT 


Clarence L. Ayres, American Life of Detroit. 


EXECUTIVE COMMITTEE 


New Members—O. J. Arnold, Northwestern National; 
Charles W. Gold, Jefferson Standard; John M. Laird, Con- 
necticut General. 

Holdovers—C. B. Robbins, Cedar Rapids Life; H. M. 
Woollen, American Central; Daniel Boone, Midland Life. 


Place of next meeting—Cincinnati. 


writing industrial business, and the feel- zation for having too many sections. 
ing exists that if an Industrial Section They believe that the convention proper 
were organized, still others would be may lose prestige by having too many 
attracted. side issues. The Legal and Medical 

Certain it is that the American Life Sections, of course, are fully established 
Convention with its expansion has be- and firmly rooted. It can be stated with 
come of greater importance and useful- certainty that the Financial Section has 


ness to its members. The American already made a place for itself and its 
Service Bureau has been worked out usefulness is unquestioned. 
successfully. The Medical Section has So far as the Agency and Home Of- 


been functioning for many years and fice Management Sections are con- 
has contributed to the welfare of the cerned, they are experimental. If sufh- 


medical side of the business. The cient interest is taken in the sections 
American Life Convention today is be- they will be maintained. The critics de- 
ing recognized as an institution of in- clare that the Association of Life 


creasing importance. Its meetings have Agency Officers takes care of agency 
taken on an added usefulness by the problems and concentrating on this one 
installation of new sections. r subject, is able to accomplish more than 
[he establishment of the sections a section of the American Life Conven- 
means that more people from an office tion can. The Office Management As- 
will attend the meetings. Some execu- sociation deals entirely with the me- 
tives are inclined to criticize the organi- (CONTINUED ON NEXT PAGE) 





CLARENCE L. AYRES o. J. ARNOLD 
American Life of Detroit Northwestern National Life 
New President of Convention Retiring President 


Exponent of Progress 


Convention Headquarters 
St. Louis, Oct. 12 
LARENCE L. AYRES of Detroit. 
C president of the American Life of 
that city, who was elected presi- 
dent of the American Life Convention at 
its meeting in this city this week, is one 
of the most resourceful and useful mem- 
bers of the organization. He is largely 
responsible for the development of the 
work along section lines. The Ameri- 
can Life Convention had a medical and 
legal section. After he became a member 
of the executive committee he sponsored 
the movement for additional sections. 
He felt there might be an expansion 
along specialized lines. The financial 
section held its first meeting in Dal- 
las last year. Two new sections were 
inaugurated this year—agency and home 
office management. Therefore four sec- 
tions held meetings ‘here in St. Louis in 
connection with the convention proper 
Mr. Ayres has been conspicuous in fur- 
thering these interests. 


Ayres Started Out 
With the Rate Book 


Mr. Ayres started his life insurance 
career as a soliciting agent for the John 
Hancock ‘.% in Indiana under Gen- 
eral Agent E. E. Flickinger. He worked 
largely in the country districts. In 1901 
he went to Detroit as Michigan man- 
ager of the State Life of Indiana, de 
veloping a fine business and getting a 
wide experience along administrative 
lines. 

He was born at Decatur, Ind., Aug 
8, 1874, and received his early educa- 
tion in the rural schools of that section 
His boyhood was spent on a farm 
Later he studied law but finally selected 
life insurance as his life’s work 


Detroit Company Put 
into Field in 1907 


Mr. Ayres saw an opportunity to put 
a Detroit company in the field and or- 
ganized the Northern Life in 1907 \ 
few years ago it took over the Ameri 
can Life of Des Moines, and changed 
its name to that of the latter company 
It now has $91,000,000 insurance in 
force, and about $15,000,000 of assets 
The fact that this company had in 1922 
but $6,978,604 of assets and about $61 
000,000 of insurance in force is indica 
tive of Mr. Ayres’ progressive yet con 
servative leadership. 

Two years ago the American Lift 
Convention met in Mr. Ayres’ home 
city. As one of the official hosts h« 
wor the applause of the members. He« 
was elected on the executive committee 
and has proved a most valuable man in 
the official family. 

The closing business session was held 
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Much Interest Is Taken in 


Thursday evening. C. W. Gold, promi- 
nently mentioned for the presidency, 
withdrew, thus leaving the field clear 
for Clarence L, Ayres of Detroit. 

Mr. Gold placed Mr. Ayres in nomi- 
nation, being seconded by .M. E. 
O’Brien, Detroit Life. The new presi- 
dent was escorted to the chair by J. J. 
Cadigan, New World Life, and B. J. 
Stookey, Illinois Life. Mr. Ayres ex- 
pressed his appreciation for Mr. Gold’s 
generous act. Mr. Gold undoubtedly 
will be elected president next year. J. 
B. Reynolds, Kaysas City Life, nomi- 
nated O. J. Arnold for a place on the 
executive committee. L. J. Daugherty 
nominated John M. Laird, Connecticut 
General. 


Industrial Section Suggested; 
Left to Executive Committee 


H. C. Welch of the American Bank- 
ers urged that the American Life Con- 
vention establish an industrial section. 
This was left to the executive commit- 
tee. 

The committee on place of meeting 
recommended Cincinnati. E. E. Sallee 





A. S. 


CALDWELL 
Tennessee Insurance Commissioner 


of the Bank Savings Life endeavored 
to have the matter referred to the execu- 
tive commitee but he was voted down. 


CONVENTION’S ACTIVITIES 

ARE GREATLY EXPANDED 
(CONT'D FROM PRECEDING PAGE) 
chanics of an office. Therefore, some do 
not see the need of having a section of 
the American Life Convention devoted 
to this particular work. 

Undoubtedly those who sponsored the 
expansion of the organization felt that 
in one week should be facilities for dis- 
cusssing important phases of life insur- 
ance administration. Many executives 
are not able to attend other conventions 
and are glad to get what information 
they can during American Life Con- 
vention week on various lines. The 
management of the organization is try- 
ing out the sectional method to see what 
features of administration work will at- 
tract sufficient attention to justify a 
special section to look after them. 

The establishment of the sections will 
probably make it imperative that the 
American Life Convention hold its an- 
rual meetings in some centrally located 
point where it will be easy of access to 
the majority of members. There has 
been some question as to whether these 
meetings should be held in a home office 
city or some resort where there are no 
insurance companies. There are suffi- 
cient invitations to take care of the an- 
nual meetings for the next five or six 
years. The question of home company 
expense has been brought up, but seem- 
ingly, this has not become serious 
enough to attract attention, as various 
cities are anxious to have the meetings. 
Minneapolis, Richmond, Cincinnati, To- 
ronto, Denver and perhaps one or two 
other cities are making a bid for future 
meetings. 
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Financial Section Meeting 


NEW OFFICERS ELECTED 
Chairman—Robert J. Merrill, 
Life & Accident. 
Secretary—T. D. Torrens, Kansas City 
Life, 


United 


HE financial section of the Ameri- 
T can Life Convention was organ- 
ized at Dallas at the annual 
meeting last year. Many executives 
were confronted with serious problems 
along investment lines and desired a 
forum where questions relating to this 
branch of a company could be discussed. 
The response at the first annual meeting 
in St. Louis was highly gratifying. 
There were 85 companies represented 
at the section meeting presided over by 
: Hinebaugh, president of the 
Central Life of Chicago. R. J. Merrill 
of the United Life & Accident was 
secretary. 

In spite of the world series ball game 
played the afternoon of the Financial 
Section meeting, the attendance was 
excellent and the interest was keen. The 
executives are particularly interested in 
the disposition and handling of farms 
that have been taken under foreclosure. 


Insurance Investments 
of the Future Years 


T. D. Torrens, vice-president of the 
Kansas Citv Life, in speaking of “Life 
Insurance Investments of the Future,” 
said that in spite of the difficulties that 
have surrounded farm loans since the 
war, this form of investment will con- 
tinue to be important, but he stated 
that they would be made on a more 
conservative and sounder basis. He ad- 
vocated a bureau for clearing insurance 
investment information. 

Vice-President Fowler of the Bank- 
ers Life doubted the desirability of such 
a clearing house. He said that execu- 
tives would hardly leave to such a bu- 
reau final decision as to investments. 

Wilbur S. Sherwood, assistant treas- 
urer of the Travelers, spoke on “Bonds 
and Stocks as Investments for Life 
Companies.” He said that investments 
of this character carefully selected are 
particularly suitable for life companies. 
He said that public utility bonds have 
increased in popularity as an investment 
with life companies. Their holdings of 
this character have doubled in the last 
five years. 

Mark Levy of Chicago, an expert on 


real estate appraisals, took as his sub- 


ject “Real Estate Appraisals with 
Special Reference to City Property.” 
Mr. Levy declared that the earning 


power of property is the real basis for 
valuation and not the selling price or 
the value of surrounding property. 

Russell T. Byers, vice-president of 
American-Central Life, spoke on life 
insurance investments, discussing some 
phases that might well be liberalized. 
With constantly increasing demands 
for life company investments he de- 
clared that keeping always the safety 
factor in mind, the states should extend 
the field. Some have already amended 
their laws to provide for investments in 
stocks of the higher grade. He pio- 
posed a model bill for enlarging the 
field of life insurance investments which 
has been approved in principle, by the 
Indiana Life Convention. 


Advantages of Title 

Insurance Are Given 

Robert Becker, vice-president of the 
Chicago Title & Trust Company, opened 
the afternoon session with an address, 
“Real Estate Titles and Title Insurance 
as Protection to Investors.” He sum- 
med up the advantages of title insur- 
ance under seven headings: 

1. It frees the owner from all worry 
hecause of possible defects in title and 
protects him in case of suit. 

2. It gives absolute security as to 
title. 

3. Insures owner against loss through 
defect not shown in public records. 

4. Obviates loss against rumors as to 
validity of title. This is a source of an- 
noyance and loss to property owners due 
to the activities of lawyer title piracy. 
Title insurance companies defend the 
holder against such attacks. 

5. It usually guarantees 
time to come. 

6. It stabilizes titles 
property more salable. 

7. Title insurance companies are un- 
der the supervision of state insurance 
departments and must make deposits 
with the department to guarantee their 
policies. 

Mr. Byers introduced a resolution that 
was adopted, recommending that the 
American Life Convention establish a 
bureau for gathering financial and in- 
vestment information for the benefit of 
its members. 


title for all 


and makes 


Outside Speakers Heard at 
Thursday Morning Session 


RESIDENT O. J. ARNOLD of 
P tte American Life Convention be- 

lieves in a curtain raiser as an 
opener for sessions. He followed this 
practice by bringing James Victor 
Barry, vice-president of the Metropoli- 
tan Life, to the platform Thursday 
morning to break the ice when mercury 
was well up toward the 90s and sum- 
mer was certainly giving a final touch 
to autumn. 

Mr. Arnold, who was rather weak and 
wobbly at the opening session Wednes- 
day, had gained in strength and was in 
far better condition as time went on. 
However, he kept closely to his room 
between sessions. Secretary Adams an- 
nounced Thursday morning that there 
had been 365 people registered, there 
being 115 companies, 


Commissioner Caldwell 
Was Well Received 


Following the talk of Assistant Sec- 
retary of Commerce W. P. McCracken 
Thursday morning, to whom the audi- 
ence listened with close attention, Insur- 
ance Commissioner Albert S. Caldwell 


ef Tennessee was introduced to speak 
on “Supervision and Regulation of In- 
surance.” Mr. Caldwell has just retired 
as president of the National Convention 
of Insurance Commissioners. President 
Arnold, in introducing him, stated that 
he was one of the most broad gauged 
and far-seeing commissioners in the 
country. Mr. Caldwell stated that he 
attended the first regular meeting of the 
American Life Convention in 1905 
when he was a company official. He 
said that he regards this as the most 
important insurance organization in the 
country. 


Official Visitors to 
Convention Presented 


At the afternoon session Thursday 
President Arnold put on another curtain 
raiser preliminary to the set papers. T. 
I’, Cunneen, manager insurance depart- 
ment U. S. Chamber of Commerce was 
introduced. He spoke of some of the 
activities of his department. It has 
done much to promote health conserva- 
tion. It has delved into the subject of 

(CONTINUED ON PAGE 31) 
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- Bad New Sections Hold 


Their Annual Meetings 
Last Convention Day 


The two new sections of the conven- 
tion, the Agency and Home Office 
Management, held their meetings Fri- 
day, Clarence L. Ayres, president of 
the American Life of Detroit and the 
new president of the American Life 
Convention, presided over the Agency 
Section, and Roy M. Jones of the At. 
lantic Life presided over the Home Of. 
fice Management Section. At the 
Agency Section, W. T. Grant, president 
of the Business Men’s Assurance, spoke 
on “Acquiring Agents.” Clarence EF 
Linz, vice-president of the Southland 
Life, had as his subject “Training 
Agents.” W. T. O’Donohue, vice-presi- 
dent of the Jefferson Standard, had as 
his subject “Supervising Agents.” John 
M. Holcombe, Jr., general manager of 
the Life Insurance Sales Research 
Bureau, had as his subject “Training 
Managers.” H. P. Trosper, vice-presi- 





HILLSMAN TAYLOR 
President Missouri State Life 


dent of the American Life of Detroit, 
spoke on “The Selling Process.” 

In the Home Office Managment 
Association meeting, F. L. Rowland, 
manager of personnei and planning ol 
the Lincoln National, read a paper on 
“Standardization of Physical Con- 
ditions in the Home Office.” H. © 
Pennicke, manager of planing and per- 
sonel of the American Central Life, had 
as his subject “The Greater Use 0! 
Tabulating Machines.” H. F. Chaé- 
eayne, manager of administration de 
partment, Missouri State Life, had as 
his subject “Standardization of Paper 
and Forms.” 

Roy M. Jones, secretary-treasurer 0! 
the Atlantic Life, was elected chairmat 
of the Home Office Management set: 
tion. H. F. Chadeayne of the Missout 
State Life was made secretary. 

The nominating committee 
Agency Section, consisting of Clarence 
E. Linz, Southland Life; Walter | 
Shepard, Lincoln National, and O. . 
Lacy, Minnesota Mutual, recommended 
for chairman W. T. O’Donohue, vict- 
president Jefferson Standard Life, an¢ 
for secretary, Walter E. Webb, vice 
president National Life U. S. A. The) 
were installed at the opening 0! the 
afternoon session Friday, Mr. O-Done 
hue presiding during the rest of the 
session. 


of the 


E. B. Raub, vice-president of the I 


dianapolis Life, was an interested ls 


>. e ‘] 

tener to the address of William Pp. 
~ “6 Of 
McCracken, Jr., on aeronautics, © 
Thursday morning. Mr. Raud 3 / 


member of the Indianapolis city cou 
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which at the present time is about 
pass upon the purchase of a large t"*' 
of ground near Indianapolis for 2 ™ 
nicipal air port. 





F 
: 









Octol 


I 
T: 
A 


volve 
man, 
States 
Sectic 
3ank 
attrac 
Califo 
which 
cies a 
the d 
up in 
by di 
rious 
The 
agenc 
coerc! 
charg 
insura 
or by 
is alse 
and i 


insura 





pernic’ 
aband 
argum 
Cates « 
coercic 
are ws 
solicit 


Temp’ 
Con 


“Fur 
would 
end b; 
tidence 
the rey 
tion to 
tomer, 
even if 
will ¢ 
only ¢ 
insurat 

“An 
Writing 
tinued, 
suranc 
have t 
it has 
Policy 
to his 
argum 
a mat 


the ba 
disinte: 


“But 








‘Ss Fri- 
lent of 
nd the 
a] Life 
\ gency 
he At- 
ne Of- 
t the 
esident 
. spoke 
ice E 
ithland 
raining 
'-presi- 
had as 
” John 
ger of 
search 
‘aining 
-presi- 





Con- 
£4 
1 per- 
e, had 
se ol 
Chad- 
n de- 
ad as 
Paper 


rer ol 
irman 
Sec- 


ssour! 


the 
rence 
rT T 
a3 
onded 
vice- 
and 
vice- 
They 
f the 
Jono- 
r the 








ta 


sa 
heat halt be 



















October a ee 1928 





AMERICAN LI FE 





CONVE NTION NUMBE R 











w 


Legal Phases of Bank Agency Problem 


HE question, “Shall Banks and 
T trust Companies Be Insurance 
Agents and the Legal Questions In- 
volved,” was discussed by E. M. Gross- 
man, general counsel of the Central 
States Life at the meeting of the Legal 


Section. He traced the history of the 
3ank of Italy controversy which has 
attracted much attention. He said that 
California was not the only state in 


which the questions of insurance agen- 
cies and bank has arisen. He mentioned 
the disputes which have been brought 
up in the activities against bank agencies 
by different agency associations of va- 
rious states. 


The chief argument against bank 
agencies, Mr. Grossman said, was that 
coercive methods were used. It is 


charged that banks would and do write 
insurance by means of control of credit 
or by using confidential information. It 
is also said that they substitute prestige 
and influence for salesmanship and that 
the general adoption of the policy of 
bank agencies would bring back into 
insurance solicitation many of the old 





E. M. 


GROSSMAN 
General Counsel 
Central States Life 


pernicious practices which have been 
abandoned by regular agents. These 
arguments are answered by the advo- 
cates of bank agencies by denying that 
coercion and other questionable methods 
are used and that the opportunity to 
solicit insurance is equivalent to control. 


Temptation to Abuse 
Confidence Too Great 


“Furthermore,” they say, “if coercion 
would be used, it would defeat its own 
end by destroying the customer’s con- 
fidence in the bank. To this answer 
the reply is made that the mere tempta- 
tion to abuse the confidence of the cus- 
tomer, by using “inside information,” 
even if not actually taken advantage of, 
will cause suspicion and distrust, not 
only of the banks, but of the whole 
insurance business. 

‘Another charge made against banks 
Writing insurance,’ Mr. Grossman con- 
tinued, “js that, in the case of life in- 
surance, they induce the customer to 
have the bank made beneficiary, where 
it has lent him money, by making the 
Policy payable to his estate instead of 
to his family. For the purposes of this 
argument, it is immaterial whether, as 
a4 matter of ethics, it is proper for a 
man to provide for his family in pref- 
sate to his creditors, the real point of 
- argument being that the individual 
should be allowed to decide this ques- 
a for himself, and that the advice of 
‘ne bank in such a case could not be 
disinterested. 


“But there are other arguments which 


have been made against bank agencies, 
entirely aside from the charges of ques- 
tionable practices. One of the most 
frequently emphasized is the argument 
that such agencies create conditions of 
favor or advantage over other agencies, 
and will thus eventually destroy by com- 
petition the entire agency system which 
has built up the insurance business. 
The destruction of the agency system, 
it is argued, will be against the best 
interests not only of the agents them- 
selves, but of the companies and the 
public; it will give the policyholders 
service inferior to that now furnished 
by life insurance representatives, for 
bank clerks could not give clients the 
expert advice now demanded of insur- 
ance underwriters; the individual posi- 
tion of the agent would disappear; the 
company’s control over agents would be 
diminished; and the advantages now ob- 
tained by the high-grade education of 
insurance underwriters would be lost. 
Possibly competent men would be em- 
ployed to head the insurance depart- 
ments of the larger banks, but this 
would not be the case in small country 
banks, and, in any case, insurance would 
be merely a side line. Even if the 
competition of banks would not entirely 
destroy the agency system, it is said, 
it would seriously disrupt it, by destroy- 
ing agency loyalties and driving good 
men out of the business. 


Arguments For Bank 
Agencies Enumerated 


“To this line of argument several 
answers are made. Some of the advo- 
cates of bank agencies deny that the 
agency system will be destroyed by bank 
competition, pointing out that com- 
panies now have numerous agents who 
are employes of banks, and who have 
not driven the other agents out of busi- 
ness, that other agents can keep their 
position secure by rendering better 
service: and that the expense of out- 
side solicitation by bank employes would 
render impossible any effective competi- 
tion with more efficient agencies. If 
the volume of insurance business is 
increased by banks, ¥% will be a benefit 
to the companies and to the public, and 
the net result will be a greater pop- 
ularity of life insurance, rather than a 
taking of business from the agents. 


Destruction of Agency 
System Inconceivable 


“Another line of argument is based, 
not on the position that the destruction 
of the agency system is inconceivable, 
but on the idea that, if it is destroyed, it 


‘will be because the bank system is 
better, and the companies will have 
found the agency system inadequate. 


The mere fact that the insurance busi- 
ness was built up by the agency system, 
it is maintained, is no reason why that 
system should continue to monopolize 
the field, if a better method can be 
found, and banks are in many respects 
fitted to serve the public and the com- 
panies as well as, or better than, the 
agents. Banks are in the best position 
to know the needs of their clients and 
to advise them as to the soundness of 
the company and the selection of cover- 
age; banks are financially able to ac- 
count to the companies for premiums 
more promptly than most agents; they 
know better the actual insurable value 
of property; they maintain a_ well- 
equipped legal department ready to 
advise when necessary; and they are 
called on for so much free advice and 
service that it is only fair they should 
get the commissions on insurance writ- 
ten on their advice. At any rate, it 
is said, a trained life insurance repre- 
sentative in a bank will serve the public 
better than an untrained part-timer 


splitting commissions; and even bank 
officers without special insurance train- 
img know as much about insurance as 
many agents. 


Then there is the extreme 





view of such men as Ferrari, that, since 
the old prejudices against insurance 
have been, or are being, broken down, 
it is, or will soon be, possible even for 
untrained and inexperienced persons to 
sell insurance ‘over the counter.’ 

“It is sometimes said that banks act- 


ing as agents would be less capable or 
less zealous for the interests of the 
company than other agents, in such 


matters as risk selection and renewals. 
These arguments are based on the prop- 
osition that the banks are not interested 
in the needs of the individual, but 
purely in the commission to be earned 
by selling insurance, that banks are not 
imbued with as high ideals as life under- 
‘vriters, are met going into the insur- 
ance business simply to give added serv- 
ice to the customer, but for an addi- 
tional source of profit, and would 
substitute corporate for individual serv- 
ice and financial for ‘heart’ interest. The 
bank would suffer no from mor- 
tality selection or lapsation, and insur- 
ance sold through bank influence would 
not renew as well as if sold entirely on 
its own merits. While these arguments 
have not been answered specifically and 


loss 


in detail, the answer is no doubt to 
be found in the reasons already men- 
tioned why banks are as well qualified 
as regular agents to look after the 
interests of the company and the cus- 
tomer, and in the statement that banks 
today are responsible institutions, much 


more likely to uphold sound practices 
than the side-liner and ‘fly-by-night’ 
agent. 


Fear of Domination 
of Moneyed Interests 


“One of the objections to bank agen- 
the fear of domination of 
insurance companies by the banks. It 
is argued that if one bank enters 
insurance field, others will be forced 
by competition to do likewise. Finally, 
banks will control the companies and 
dictate how claims shall be paid, and 
how the holders of insurance shall be 
treated. If the company failed to ac- 
cede to the bank’s demands, it would 
lose the agency altogether, which it 
could not afford to do, when practically 
all the insurance business would be con- 
trolled by the banks. The replies to 
this line of argument are similar to 
those made to the assertion that bank 
competition would end the agency sys- 
tem; if bank dictation is good, it will 
win out; if bad, it will be defeated by 
the competition of independent agencies, 
and by the withdrawal of the agencies 
by the companies. 


Fear of Eventual 
Ownership By Banks 


“But the opponents of bank agencies 
say that the present method of dealing 
on the part of banks is only a step 
toward the eventual ownership of in- 
surance companies by the banks. Banks 
will deal with general agents and various 
companies until they have built up a 
well-trained force and a good clientele, 
then they will buy up one company and 
leave the others to fight them after they 
have secured an advantage over them 
in solicitation. Thus collision between 
banks and insurance companies would 
replace their present cooperation and 
harmony, to the detriment of both. 
Even short of actual ownership or con- 
trol of insurance companies by banks, 
the entrance of banks into the insurance 
field is denounced as contrary to the 
modern spirit of specialization. But this 
theoretical argument is answered by the 
more practical one that, as a matter of 
fact, the trend of the banking business 
is toward greater service to customers, 
including financial advice as to invest- 
ments, which may embrace insurance. 

“Of all the phases of this question 
of bank and trust company agencies, 
the one which has attracted perhaps the 
least attention is the legal phase. Yet 


cies is 


is really of the greatest importance 
a inquire whether such agencies are 
sanctioned by law or whether there are 
legal obstacles which will check the ten- 
dency of banks and trust companies to 
act as insurance agents. 

“Because the powers of banks and 
trust companies and the qualifications 
of insurance agents depend on statutes,” 
continued Mr. Grossman, “which differ 
greatly in the various states, no general 
rule to hold good in all jurisdictions 
can be laid down as to the right kind of 
bank and trust companies to act as in- 
surance agents. The legal questions 
involved are constructed that it is 
impossible to even make a simple classi- 
fication.” 

New Jersey Strictly 
Prohibits Bank Agencies 
New Jersey is the only 

there is an express statute prohibiting 

bank employes from acting as fire in- 
surance agents. However, in California 
there is a peculiar statute whieh pro- 
vides that the insurance commissioner 


so 


state where 
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shall not license an insurance agent 
unless the applicant intends to engage 
in business as an insurance agent with 
the general public and it is not actuated 
principally by the prospect of insuring 
property or risks in which he or his 
eniployer is interested, or on which he 
is able to control the placing of insur- 
ance. The opinion of Deputy Attorney- 
General John H. Riordan, entered in 
connection with the Bank of Italy con- 
troversy involves the construction of 
this statute. 


Question of Whether 
Company is Licensed 


“The next question discussed is the 
effect of an arrangement such as that 
adopted by the Bank of Italy, whereby 
the employe soliciting insurance does so 
with the knowledge and approval of the 
employing bank or trust company and 
turns over all or part of his commis- 
sions to the employer, thus enabling the 
bank or trust company itself to profit 
by the transaction. The answer to this 
question depends upon whether the bank 
or trust company itself may be licensed 
or may act as an insurance agent. Some 
states by statute forbid the payment of 
all or any part of an insurance commis- 
sion to anyone not a licensed agent. In 
those states it would be lawful for the 
bank or trust company to receive com- 
missions earned by its employes acting 
if the bank 


as insurance agents, only 
or trust company could be, and was, 
licensed as an insurance agent. But in 


(CONTINUED ON PAGE 39) 
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Disability Committee Presents Report 


October 12, 1928 


Subject Exhaustively Covered in Paper That Suggests Means 
of Meeting Many Problems Coverage Brings Up for 


HE disability committee of the 
American Life Convention pre- 
sented a complete report in 1923 


and a supplementary report in 1926. The 
present report should be read in con- 
nection with the two previous reports, 
which covered the subject of disability 
from its introduction in 1896 down to 
1926. During these 30 years there had 
been a steady extension and liberaliza- 
tion of benefits. 

Since 1926 the 90-day clause has been 
more widely adopted and a few exten- 
sions of benefits have been granted, but 
on the whole the spirit of optimism has 
changed to one of caution and investi- 
gation. Many companies have shown a 
loss on disability benefits as reported in 
the gain and loss exhibit. There has 
been a marked tendency towards higher 


premiums, more careful underwriting 
and closer attention to claim settle- 
ments. 


Combination Policy 
Is Most Useful 


Disability presents many problems not 
found in life insurance. Some take the 
extreme view that disability should not 
be incorporated in a life insurance con- 
tract at all or should be limited to 
waiver of premium. Most executives, 
however, feel that some form of disa- 
bility income may properly be granted 
with life insurance. The combination 
has made the contract more useful and 
has greatly increased the sales. The dis- 
ability inconie’ has a distinct social value. 

Having embarked on this great enter- 
prise, we should not abandon the at- 
tempt merely because unexpected diffi- 
culties have arisen. On the contrary, 
we should study the new problems. We 
should at least profit by the experience 
under accident and health insurance, 
both commercial and non-cancellable. 
In this way, the companies may be fully 
protected and the public may continue 
to receive adequate coverage not only 
for death but also for prolonged dis- 
ability. 

Some think that our troubles are due 
to the adoption of the 90-day clause. 
Apparently they feel that a life insur- 
ance contract should cover only pro- 
longed disability where there is no rea- 
sonable hope of recovery. Most life in- 
surance companies have been fair and 
even liberal in interpreting such a per- 
manent clause. Unfortunately, however, 
the question of permanency must be a 
matter of opinion. 


Ambiguities Are 
Removed from Clause 


The ambiguity and doubt as to per- 
manency have been removed under the 
90-day clause. If total disability has 
lasted 90 days, the company begins to 
pay. When the insured recovers, the 
payments cease. 

Some feel that the 90-day clause is 
sound in principle but that the period 
is too short and should be extended to 
120 days or possibly six months. Such 
a change would reduce the number of 
claims arid make the contract less at- 
tractive but would not eliminate the 
difficulties involved in handling disabil- 
ity. Furthermore, a clause covering any 
total disability which has lasted six 
months does not appear so liberal as 
another clause covering only total dis- 
ability which is classified as permanent 
(that is, beyond hope of recovery) but 
with payments from the first day of 
such disability. 

As a cémmittee, we feel that if total 
disability has continued for a certain 
period it should be covered under the 


policy. We further feel that 90 days is 
a reasonable period. 


Should the Word 
“Permanent” Be Retained? 


In certain states the word “perma- 
nent” is required by law. Some feel that 
it should be retained to indicate that 
short claims are excluded. Others think 
that a life insurance company should 
cover only “permanent” total disability 
and that for the sake of legal precedents, 
even though we are including temporary 
disability, we should continue to define 
the benefit as “permanent.” 

On the other hand, it is extremely 
confusing to use this word indiscrim- 
inately for claims such as total blind- 
ness which will last a lifetime and for 
other claims such as fractures which 
will last only four or five months. To 
avoid misunderstanding, a company 
which is covering any total disability 


bles with suitable modifications—for in- 
stance, the addition of a percentage and 
a constant. In determining the modifi- 
cation for any particular company, we 
should have in mind the statement of 
the committee of the Actuarial Society 
that the net premium required depends 
not only on the type of benefit and pol- 
icy conditions but on the administration» 
of the business with particular reference 
to selection of risks and settlement of 
claims. 


Expense Loading 
Found Necessary 


Having determined suitable net pre- 
miums, we must add a loading for ex- 
penses and contingencies. This loading 
should include not only commissions, 
taxes, and general overhead but from 
5 percent to 10 percent of the premium 
for investigating and settling claims. 
This is particularly important in a small 
company with no well-established claim 
department. On small policies—for in- 
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lasting more than 90 days should not 
be required to describe this benefit as 
permanent. It should be permitted to 
say that it covers either permanent or 
temporary disability lasting more than 
90 days or simply that it covers any 


total disability lasting more than 90 
cays. ; 
In computing net premiums for a 


modern disability benefit, we have avail- 

able: 

1. Hunter’s Tables, published in 1911. 

2. The Manchester Unity Tables as 
modified and combined with Hunt- 
er’s Tables by’ Craig, Cammack and 
Hezlett. ; 

3. The disability experience of Ameri- 
can companies published in 1926 by 
the Actuarial Society of America 
and modifications of this experience 
suggested by Craig and Beers. 

On the ordinary life plan for waiver 
of premium and monthly income of $10 
per $1,000, ceasing at age 60, typical net 
premiums by these various tables are: 


Permanent (Without the 90-Day 


Provision) 
Com- Com- Craig's 
mit- mit- modifica- 
tee ta- tee ta- tion of 
Age Hunter’ ble 20 ble 21 committee 
20 $0.94 $1.46 $1.25 $1.40 
30 1.29 1.77 1.55 1.72 
40 1.87 2.23 1.95 2.20 
50 3.00 3.08 2.84 3.13 
55 4.07 3.88 3.71 3.99 
90-Day Provision 
Com- Com- Beer’s 
mit- mit- modifica- 
eeta- tee ta- tion of 
Age Hezlett ble 22 ble 23. committee 
20 $1.36 $1.20 $2.23 $2.21 
30 1.91 1.57 2.89 2.70 
40 2.81 2.26 3.98 3.69 
50 4.55 3.52 5.84 6.66 
55 6.18 4.50 7.26 8.82 


For the 90-day provision, some actu- 
aries for convenience use Hunter’s Ta- 


| | 
At this year’s meeting of the American Life Convention the disability | 
| committee presented the third of its reports, the others having been pre- | 
| sented, one in 1923 and the second in 1926. The report this year. as in 
| the other years, indicates that elaborate care and much hard work preceded 
The report covers many points involved in writing the 
| disability clause and in handling disability claims. The personnel of the 
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| vice-president Reliance Life of Pittsburgh; Dr. W. A. Jaquith, medical di- | 
rector National Life. U. S. A.; Dr. J. B. Young, medical director Indianapo- | 


stance, $1,000 or $2,000—the allowance 
for claim expense is inadequate. 

In the disability report presented to 
this convention in 1926, the committee 
recommended premiums which at that 
time seemed rather high. In the mean- 
time, however, the trend has been to- 
wards still higher disability premiums. 

For a permanent clause (without the 
90-day provision), Hunter’s Tables are 
probably adequate. 

For the 90-day clause where the net 
premium is considerably higher than 
Hunter's, a correspondingly higher re- 
serve should be carried. For instance, 
the reserves on active lines by Hezlett’s 
Tables for the 90-day clause are from 
150 percent to 200 percent of Hunter’s 
reserves for waiver of premium and are 
approximately 150 percent of Hunter’s 
reserves for monthly income. 


Table Gives Proper 
Claim Reserve 


For a permanent clause (without the 
90-day provision), Hunter’s Tables give 
a satisfactory claim reserve. 

For the 90-day clause, a smaller claim 
reserve may properly be carried on 
claims where the life has been disabled 
less than’ one year. The Actuarial So- 
ciety committee in Table 19 suggests 
65 percent of Hunter’s Tables for first 
year claims and 100 percent thereafter. 

Under any disability clause, a substan- 
tial reserve should be carried for un- 
reported claims as there is frequently a 
delay of weeks or even months between 
the beginning of disability and notice of 
claim. 

Under disability benefits with life in- 
surance, it has been customary to define 
disability as “inability to perform the 
duties of any occupation.” A few com- 
panies now define it as “inability to 


Solution 


perform the duties of his occupation,’ 
Apparently they feel that practically all 
claims payable under the words “his 
occupation” must also be paid under the 
words “any occupation” and that they 
might as well have such sales advantage 
as goes with the broader definition 
Evidently they are not disturbed over 
the fact that the new language covers a 
change in occupation even though there 
is no loss of income, that the broader 
definition opens up the way to fraud and 
that once a claim has been allowed there 
is little chance of proving that the in- 
sured has recovered. 


Accident Insurance 
Experience Significant 


In this connection, the experience un- 
der accident insurance is significant 
Such policies provide indemnity for loss 
of business time—that is, inability to 
work. According to the policy language 
in use for over 15 years, this was defined 
as “inability to perform the duties of 
his occupation.” In recent months, 
however, several prominent companies 
have changed the language to provide 
indemnity for 52 weeks under his occu- 
pation but after 52 weeks under any 
occupation. What has led to this change 
after 15 years of experience? 


Number of Long 
Claims Increases 


The expression “his occupation” was 
satisfactory in the early days when long 
claims were comparatively few. In re- 
cent years, however, there has been 2 
substantial increase in the number ol 
long claims. At the same time, sales- 
men of commercial accident insurance, 
finding themselves in competition with 
non-cancellable accident insurance an 
with permanent total disabilty in con- 
nection with life insurance, began to 
emphasize the points in which their pol- 
icies appeared more liberal—for instance. 
using the expression “his occupation 
rather than “any occupation.” This led 
such salesmen to tell clients that under 
a commercial accident policy the injury 
need not produce total incapacity to 
work but that the policyholder could 
draw benefits if some trivial injury pre 
vented him from continuing his regular 
occupation. 

If a surgeon loses his right hand or 
even a few fingers, he can no longer 
work as a surgeon but he may become 
a successful salesman or lecturer. Is 
in the best interests of the insurance 
business that he should draw $500 3 
month for inability to continue as a suf 
geon if he is actually earning a su 
stantial income as a salesman? ‘ 

Eyen where the policyholder has 
acted in good faith, the insurance shou 
not grant indemnity for change of 0 
cupation. In the case of a fraudulent 
claimant, there is even less excuse. /" 
surance companies should not encourast 


am f 
anyone to secure a large policy, fe 
an injury and draw an income _ hen 

1vins- 


if he is actually still able to earn a 
Certainly they should not pay such an 
income where the claimant has taken 
another occupation and is earning as 
much as he did before the injury. 


Coverages Identical 
in Many Cases 
most 


With the best type of risks, 1m ily 
cases the difference in language actua’” 
makes no difference in the coverage. |, 
a bank president is so seriously —s 
that he cannot work as a banker, x 
entitled to full benefits under either ™ 
occupation” or “any occupation. 

(CONTINUED ON PAGE 37) 
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man-carrying size was demonstrated 
Wright brothers 
years ago. From that time until the 
World War aviation consisted mainly 
in exhibition and experimental flying. 

With the World War military use 
soon predominated by 1917 and it was 
not until 1923 that civil consumption of 
airplanes again predominated. The ne- 
cessities of the war brought about a 
tremendous advance in flying, both in 
Europe and the United States. 

In this country during the war 17,000 
were manufactured and 10,000 
pilots were taught to fly and thousands 
of artisans became skilled in airplane 
production. By the end of 1926 the war 
surplus of aircraft had become about 
exhausted and in 1927 the new construc- 
tion doubled. There was developed the 
cabin type of airplane especially de- 
signed for air transport with modern 
high powered engines. 


Tas first practical power airplane of 


by the about 25 


planes 


Three Classes of 
Civil Flying Exists 


America is now doing a vast amount 
of civil flying. It may be divided into 
three broad classes: air transport— 
scheduled operation over regular routes 
(mail, express and passenger); commer- 
cial air service—such as taxi service, 
crop dusting and spraying, photography 
and mapping, over-city rides, tours and 
so on; and private flying—including 
pleasure aviation and the travel of busi- 
ness men using airplanes in their daily 
affairs. 

In 1927 the miles flown on scheduled 
trips, according to the Department of 
Commerce’s report, were 5,870,489, an 
increase of 30 percent over 1926. The 
passengers carried in 1927 were 8,679 
compared with 5,782 in 1926, an increase 
in 1927 of 50 percent. The pounds of 
express carried were 2,263,580, an in- 
crease of 30 percent over 1926, and the 
pounds of mail in 1927 were 1,654,165, 
more than double the poundage of 1926. 
Advance figures from the Department 
of Commerce show that the number of 
miles flown in air mail operation alone 
tor the first six months of 1928 was 3,- 
382,934. This does not include airway 
operation other than the mail operators 
for which there were quite a number of 
miles flown. These figures show that 
the air transport class will fly at least 
7,000,000 miles in 1928. 





Commercial Service Class 
Shows Greatest Activity 


._ By far the greatest volume of flying 
in America has been done in the com- 
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mercial air service class. The 1927 fig- 
ures are not available, but a recent bul- 
letin of the Department of Commerce 
shows nearly 19,000,000 miles were 
flown by these operators and almost 
three quarters of a million of passen- 


gers carried. Doubtless 1927 figures, 
when available, will greatly exceed 


1926. According to the Depart- 
ment of Commerce this class of opera- 
tors has no parallel in any other coun- 
try. The itinerant pilots have generally 
become fixed base operators and this 
phase of commercial flying has settled 
down into solid business. While air 
transport companies must be organized 
on a large scale with ample capital, the 
air service operator can start with but 
one plane and a flying field, acting him- 
self as pilot, manager and staff. The 
operations may be carried on by an indi- 
vidual, partnership or corporation in 
this class. 


those of 


Estimating Growth of 

Private Flying Difficult 

The private flying class includes the 
individual or corporation owning a pri- 
vate plane for business. It also includes 
the private use for sport and pleasure. 
The low priced machine is on the mar- 
ket and it is difficult to even guess the 
extent to which private flying may rap- 
idly grow. Department of Commerce 
reports say its growth will be largely 
influenced by the airworthiness of craft, 
competency of pilots, navigation aids 
along the airways, maps and route in- 


formation, 

Statistics recently published by the 
Department of Commerce show the 
comparative development in United 


States and Europe of air transportation. 
Europe’s air transport, which class it 
must be borne in mind refers to mail, 
express and passenger service in the 
United States, is according to the sta- 
tistics much more developed than it is 
here, and in 1927 increased in greater 
ratio. But American air transportation 
really only commenced in 1926 and Eu- 
rope’s net work of air routes is eight 
years old. 

At present Europe’s air transport 
yearly mileage is more than double that 
of the United States and they are carry- 
ing over 20 times the number of pas- 
sengers. It should be noted, however, 
that according to the Department of 
Commerce, there is no equivalent in 
Europe to the American air service class 
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of operations. It will also be noted that 
in Europe there are no lighted airways. 
Perhaps the greater proximity of large 
lighted cities in Europe is sufficient 
night guidance. 

The commencement of control by the 
Department of Commerce under the act 
of May, 1926, marked a new and most 
important era in the promotion of sound 
and safe flying. Under this act the de- 
partment has made very voluminous but 
necessary regulations regarding the li- 
censing of planes and pilots engaged in 
interstate commerce and also has issued 
air traffic rules applicable to all. The 
individual states still retain their power 
to regulate aircraft used within the state 
exclusively, but the tendency is for the 
States to enact laws and to promulgate 
regulations similar to the federal ones. 

It behooves us as insurance men to 
support the appropriations for airway 
maintenance and improvements. Each 
airway is divided into sections. At pres- 
ent there are 40 airway mechanicians 
and 408 caretakers in charge of 5,500 
miles of lighted airways with 943 auto- 


matic acetylene and electric aids. Inter- 
mediate field equipment and airway 
beacons are serviced at least once a 


month. Much has been accomplished in 
the development of improved airway 
apparatus and structures. 


Difficult to Predict 

Future by Past Experience 

The life insurance executive must have 
information on the trend of aviation 
fatalities and injuries in order to base 
his underwriting policies on facts instead 
of guess work. Predictions from past 
statistics are not always right, because 
of inaccurate or incomplete data or lack 
of homogeneity. A prominent passenger 
plane manufacturer expresses the view- 
point that accidents are mainly with the 
old maritime ships fast fading out and 
being supplanted with new equipment 
far superior as regards the safety factor. 

Under the air commerce act accidents 
are required to be investigated and re- 
ported and the Department of Com- 
merce is now performing this function. 
There fewer casualties in the air 
transport class on scheduled airway fly- 
ing than in the air service classifications. 


are 


[The Department of Commerce gives 
the fatalities for the United States air 
transport as regards both pilots and 
passengers. In 1926 the government 


operated transcontinental mail suffered 
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the loss of one pilot with miles flown 
of almost 2,600,000; weather conditions 
were responsible for the fatality. On the 
contract mail routes in 1926 three pilots 
and one passenger were lost during 1,- 


958,000 miles flown. This is a remark- 
ably fine passenger record, three acci- 
dents were ascribed to weather and one 
was of unknown cause. In the calendar 
year 1927 six pilots and one passenger 
were lost; all were due to weather. The 
1927 mileage was 5,870,000, making a 


still better record for a loss of one pas- 
senger. The statistics for the first half 
of 1928 give four pilots and three pas- 
sengers lost, but the corresponding 
mileage is not yet available. There will 
doubtless be a substantial increase in 
the mileage flown, as the air mail mile- 
age alone for this period was 3,382,934. 
It is pleasing to observe the increasing 
mileage per fatality, particularly as 
shown by the postoffice mail. 


Figuring the Extra 
Premium Required 


If 1,000,000 is taken as the mileage 
per pilot fatality in scheduled airway fly- 
ing, the extra premium per $1,000 of life 
insurance per mile flown is one-tenth 
of a cent. To get the yearly extra pre- 
miums, all we then have to know is the 
number of miles per annum the pilot 
will fly. Some runs are long and others 
short. 

The varying mileage of different pilots 
is illustrated in the ‘transportation com- 
pany schedules. The average transport 
pilot will fly not more than 24 hours per 
week, such as six days of four hours or 


four days of six hours. The weekly 
mileage will be 1,500 to 2,400. The 
yearly mileage will be 75,000 to 120,000 


on the basis of 50 weeks to a year, leav- 
ing two weeks for vacation. Let us as- 
sume that the average transport pilot 
will fly 50,000 miles per annum, allow- 
ing for extra holidays and days off, it 
may be more or less. At one-tenth of a 
cent per mile of extra premium per $1,- 
000 of life insurance, the annual extra 
would be $50 per $1,000. If the mileage 
per fatality is increased to 2,000,000 or 
the annual mileage reduced to 25,000, 
the annual extra per $1,000 would, on 
the same assumption, be $25. At pres- 
ent the true extra appears nearer $50 
than the $25 per $1,000 now being 
charged by a number of companies, who 
are doubtless discounting a substantial 
decrease in future fatality rates. 

One of our well known companies 
accepted in 1926 300 aviators in the serv 

the federal government, which 
(CONTINUED ON PAGE 35) 
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Some Pro 


HERE are, broadly speaking, two 
"Tinain divisions in any company, the 

field and the home office. They are 
absolutely interdependent and_ neither 
can long be conducted well or indiffer- 
ently without directly affecting the 
other. : 

Our growing ¢ompany, 
sume to be small at first. It has, how- 
ever, am agency organization and 
doing a good business in proportion to 
its size. 3ut looking ahead 10 years, 
it is evident that we want to make plans 
for ultimately doing a much larger busi- 
ness and have a better organized and 
bigger force. If we bar out the branch 
office system as probably not suited to 
a small company, there are two sorts of 
agency organization which it may have. 
It may have many general agents whose 
business to personally produce as 
much business as they can and who 
don't bother much about getting an or- 
ganization, or it may have a few larger 
agencies that are striving to be real 
eeneral agencies in the best sense of the 


we will pre- 


1S 


is 
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word. Its organization is probably a 
inixture of the two, though I think any 
small company is justified in making the 
lirst sort of an organization as_prob- 
ably the most economical and effective 
way of getting business while still small. 
However, if we look ahead 10 years or 
more, we shall see that there is a limit 
to the amount of business that can be 
produced that way and we must be pre- 
paring to get a real organization of big 
agencies. 


Matter of Contracts 
Extremely Important 


As a small company, our agency ex- 
pense problem has been tolerably 
simple, but as we begin to enter what I 
might call the second stage, we see that 
the matter of contracts between agen- 
cies and home offices, particularly in the 
matter of expense, is of extreme impor- 
tance. There is always,.acemdency to 
pay more expense at first than we can 
well afford to keep on with. We want 
to hire some especially good men and we 
stretch a point, or we are very anxious to 
make a showing of new business and to 
put ourselves on the map. Now, any con- 
tract which will need adjustment down- 
wards in the matter of expense allow- 
ance after the agency increases in size, 
is sure to cause trouble. 

We must frame a contract that will 
be just to all. If the general agent does 
well, his compensation must increase ac- 
cordingly. But unless the company ratios 
of expense decrease as the business in 
force and issued grows greater, the man- 
agement is not as far-seeing as it should 
be. The competition of the future will 


lems of a Growing 


By R. W. HUNTINGTON 


President Connecticut General Life 


be largely along the lines of economical 
and effective marketing and no company 
which does not do well on this line can 
hope to grow as it should. So the first 
and one of the most important things 
for the executives of a growing com- 
pany is so to form their agency con- 
tracts that smoothly, and without fric- 


tion, both the field and the company 
may progress in prosperity and effec- 
tiveness. 


Having done this, the next thing is 
to apply, it practically. Our growing 
company’s contracts have been’ so 
formed as to give the general agents 
the best chance of development and we 
want them to develop strong organiza- 
tions. If we have any general agen- 
cies where the general agent himself 
writes most of the business and we try 
to force these men into organizers, we 
shall find that most of them prefer to 
depend for their living on personal sell- 
ing, or are not fitted to organize and in- 
spire an agency force. A very small 
minority can and will, and for the rest 
we must be fair with them. We can’t 
force out our old friends because they 
cannot adapt themselves to new condi- 


tions. So the change must be natural 
and gradual and coming this way, it 
will give plenty of scope for our 
energies. 


Executives Must Fix 

Gaze Years Ahead 

If we originally started our company 
on the plan of fewer and bigger agen- 
cies and have afterwards changed the 
form of contract so as to reduce the ex- 
pense ratio, our problem is perhaps 
harder. It is hard to convince any one 
that he should accept smaller expense 
money and that he ought to stand some 
of the costs of procuring business, when 
he has been used to having the com- 
pany stand everything. The only thing 
to do in this case is to take the field 
entirely into the home office confidence 
and to show the agents what they may 
expect in the long run. Any one would 
rather sell for a well and economically 
managed company than for an _ ex- 
travagantly managed one. Those men 
who will sufficiently identify themselves 
with the company and who care for its 
best interests can be persuaded. But to 
put over the change, it will be necessary 
for the executives to fix their gaze 
firmly on 10 years ahead. For the pres- 
ent it is going to slow down produc- 
tion and won’t better expense ratios 
much, as the new expense allowance as 


applied to the new amount of first pre- 
miums may not show much change. But 
under new conditions, the incompetent 
in the agency force will gradually drop 
out and a new spirit and effectiveness 
will creep in. 


Development of Competent 
Home Office Force 


The gradual, even development of an 
increasingly competetent home office 
force is just as necessary for a growing 
company as is development in the field. 
It takes a long time to train a life in- 
surance man, and I| think it takes longer 
to train one for competent service in 
the home office than it does to be a 
salesman. Add to this the possible 
morbidity and mortality among the pres- 
ent executives, and we see that our 
force of able men ought to be increased 
faster than our business grows. I am 
sure that no head of a life insurance 
company is doing his proper duty if 
he isn’t developing considerable time and 
energy to training competent young 
men as understudies for all the execu- 
tive officers. How many managements 
forget this and how dire are the conse- 
quences! What more pathetic sight in 
business than to see a concern make a 
great early success and then just as it 
seemed as if it were going far, see it 
begin to slow down and its service begin 
to deteriorate. We have all seen it. 
The most common reasons are either 
that the president, who used to do it 


all, hasn’t trusted anyone else to do any 
of it, and is consequently up against 
more work than he, or any human 


being, can carry, or else that the man- 
agement has grown old. No manage- 
ment ought ever to grow old and no 
president ought ever, no matter how 
small the company, to do it all. Bring 
forward the young men if you want the 
company to be really alive. 


Must Shift Positions 
To Younger People 


I said that it was the president’s duty 
‘to develop young men for responsible 
positions. One of the ways that he can 
do this is gradually to shift detailed jobs 
on to the younger people. The presi- 
dent who has done a little of everything 
will find that he hasn’t time enough to 
go around, and that he is missing the 
opportunity to make far-seeing plans for 
future development unless he can rele- 
gate many of the jobs, which he held 


GOLF TOURNAMENT BIG FEATURE OF 


The golf tournament was held Mon- 
day and Tuesday at the Algonquin 
Country Club, about 14 miles out from 
the hotel. Some golfers played on Sun- 
day, getting some idea of the course. 
Monday morning was stormy, there be- 
ing a series of thunder storms, but the 
golfers plowed Weonek water in spite 
of the elements. 

The annual golfers’ dinner was held 
Tuesday evening at the club. George 
Graham, vice-president of the Central 
States Life, was in charge and awarded 
the prizes. James Fairlie of the Abra- 
ham Lincoln Life had charge of all the 
details of the tournament. Dvrring the 
evening E. B. Raub of the Indianapolis 
Life, on behalf of the golfers, presented 
Henry Abels of the Franklin Life with 
a desk set in honor of his arduous work 
in connection with the golf tournaments 
of the past, as he had established the 
golf tournaments and served as secre- 
tary until this year, when Mr. Fairlie 
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succeeded him in handling that work. 

The winners were as follows: 

Low gross—Cecil F. Cross, American 
Life of Detroit. 

Putting contest—First prize, E. E. 
Sallee,, Bank ,Savings Life; second, C. 
D. Kenesson, Home Life of Little Rock. 

Blind bogey—E. E. Sallee, first; C. D. 
Kenesson, second. 

First flight—E. E. Sallee and Cecil 
F. Cross. 

Second flight—E. G. Brown, South- 
western Life, and James Fairlie. 

Third flight—J.. E. Reilly, Old Line 
Life, and Dr. H. E. Sharrer, Northern 
States Life. 

Fourth flight—W. P. Stevens, Scran- 
ton Life, and E. B. Raub. 

Fifth flight—E. O. Burget, Peoples 
Life of Indiana, and L. G. Phelps, Vol- 
unteer State. 

Consolation Handicap—Jack Roberts 
Hann of Otis Hann Company, and 
Walter C. Hill, Retail Credit Company. 


Company} 


when the company first started, to th 
other officers. Of course he can't let, g 
of them entirely right away. He ha; 
got to keep in touch with them fo 
while, perhaps always. The men | 


hay 
got to report to him, but he has got; 
let them do it, and he doesn’t want t 
have them coming to him for instruc. 
tions when they are in a tight place, by 
to decide what to do themselves ay 
then come and tell him they have done 
it. If they are going on the wrong 
track he can tell them so, but if he j 
going to have an organization, he ha; 
got to have men who can take respon. 
sibility. 


Wise to Investigate 
Investment Securities 


When our company is small, it 


comparatively simple matter to inves 
the funds, and ordinarily it is left to 
committee of officers and directors : 


operate without much outside help. Bu 
I think that if we are wise, we will ge: 
in some statistically minded young ma 
and appoint him as statistician or clerk 
the finance committee, having hin 


of 





WALTON L. CROCKER 
John Hancock Mutual Life 


investigate securities which might 
available. Not only can he look at? 
statistics, but he can go and look ove! 
the physical properties of railroads, 
public utility corporations, or any 0 her 
companies in whose securities the com 
pany might invest. We keep this « 
partment separate from the mortgag' 
loan department, which, of course, h* 
got to be manned by the same kind 
talent in the mortgage loan business 
both farm and city. I am sure that é 
good department of this sort ought ' 
raise the company’s average rate o! " 
terest from an eighth to a quarter 
one percent per annum when the co! 
pany is reasonably small. One of ™ 
things which we may notice in the dev' 
opment of our company is that it 
hatdée® to receive a high rate of imi’ 
est if you have a $100,000,000 a year ! 
invest than it is if you have $1, 000,00" 
and no perfection of the statistical de 
partment can overcome this entire!’ 
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But a well trained statistical departm" 
among other advantages, will enable 
to take with some confidence whatev‘ 
course the unpredictable future ™ 
show to be expedient. a 
More and more does it seem fo "| 
that good manageiaent consists in yf 
ing the organization going steadily, 
always being prepared beforehand " 
proper enlargement, in never osine 
speed or slackening up perceptibly, an 
year in and year out proceed” 
smoothly, if not silently, and i ?" 
serving always the momentum. 
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Annual Report of Secretary-Counsel 


HIS has been a good life insur- 

ance year. The convention com- 

panies have shared the general 
success and prosperity of the business 
as a whole. In spite of sluggishness in 
certain lines of industry and slight de- 
pression in certain portions of the coun- 
try, life insurance, production will again 
break all records’ in 1928. In no sec- 
tion of the country is production for 
the first eight months of this year below 
the level of the corresponding period 
for 1927, and figures for the entire coun- 
try show an increase in new business 
of approximately four percent. During 
the same period, aggregate assets of all 
life insurance companies have been in- 
creased by more than ten percent. On 
the other hand, it is doubtful whether 
the lapse ratio ‘has been substantially 
improved, and policy loans show a slight 
relative increase. 


No Startling Developments 
During the Current Year 


There have been no startling develop- 
ments within the business during the 
current year, but a number of important 
topics have engaged the attention of 
thoughtful life insurance men. 

The aviation risk presents a new and 
somewhat serious problem. Data col- 
lected by the convention demonstrates 
that the companies as a whole have not 
yet established a definite policy or 
adopted uniform practices in this con- 
nection. Doubtless experience is still 
insufficient and conditions are changing 
too rapidly to support mature conclu- 
sions. If the development of aviation 
in this country continues to proceed at 
its present pace, however, its life in- 
surance aspect can not be ignored. Al- 
ready the companies individually and 
collectively through organization com- 
mittees are analyzing their problems 
and collecting such data as exists. In 
this connection, the American Life Con- 
vention last year established an aviation 
committee, and we hope that their 
labors will constitute a constructive con- 
tribution to the solution of the problem. 


Non-Medical Insurance 
Is a Live Subject 


Non-medical insurance continues to 
be a live subject of discussion in life 
insurance circles. Substantially more 
than half the American Life Convention 
companies have invaded this field. There 
have been few acquisitions during the 
present year, however. On the other 
hand, so far as I know, none have re- 
tired, and companies writing it in the 
main report a favorable experience. 
There is a wide variance in company 


practices in this regard, however, in 
reference to the limits within which 
such business is written, and the ex- 


perience collected is still limited, both 
as to extent and duration. 

Many companies have increased total 
and permanent disability rates during 
the current year, having found that their 
initial rates were inadequate. In the 
main, double indemnity ‘thas been a 
profitable field, but total disability has 
not. There is no general disposition 
among the companies to abandon this 
coverage, however. 


Investment Situation 
Presents Difficulties 


The investment situation continues to 
present difficulties to many companies. 
For the first time in many years, there 
has been an‘actual decrease in life in- 
surance funds invested in farm mort- 
gages, in spite of the fact that agricul- 
tural conditions have improved gener- 
ally in the middle west. This may be 
due in part to a general disposition on 
the part of companies which have here- 
tofore specialized in farm mortgages to 
diversify their investments. It is prob- 
ably due in larger part to a falling off 
in demand for farm credits, however, 


By CLARIS ADAMS 


and the competition of farm loan and 
joint stock land banks, because there is 
still a surplus of life insurance funds 
available for sound farm mortgage loans 
at reasonable rates of interest. 


Change Is Noted in 
Investment Field 


A slight relative decrease in invest- 
ments in railroad stocks and bonds and 
a larger increase in stocks and bonds of 
public utilities and other corporations 
probably reveals a distinct trend in that 
direction. This has been brought about 
in part by liberalizing the investment 
laws in certain of the states, permitting 
life insurance funds to be invested in 
securities formerly prohibited by law. 
On the whole, company executives are 
looking forward to decreased interest 
returns upon their invested assets in 
the immediate future, at least, as com- 
pared to the recent past. 

For the first time in this generation, 
a scandal shocked the life insurance 
world. Even the sordid history of that 
unfortunate event, however. demon- 
strates the inherent strength of our in- 
stitution. Not a policyholder will lose 
a dollar as the result of the peculations, 
and not a beneficiary will suffer as a 
result of the crime. 


Bills Introduced to 
Increase Taxes 


During the year, legislatures convened 
either in regular or special sessions, in 
21 states, and a regular session of Con- 
gress was held. More than 700 bill af- 
fecting life insurance directly or indi- 
rectly were introduced. 

A number of bills were introduced 
proposing a substantial increase of taxa- 
tion, but I am happy to report that 
without exception, they were defeated. 

Perhaps the most important tax fight 
grew out of an amendment to the fed- 
eral income tax law. Under the cur- 
rent revenue act, life companies are 
taxed at the same rate as other cor- 
porations. The basis of computing 
taxable income remains the same. Sen- 
ator Reed of Pennsylvania, however, 
made a determined fight to amend the 
bill to include investment gains in the 
taxable income of life insurance com- 
panies. His recommendation was de- 
feated in the finance committee, but was 
carried to the floor of the Senate. It 
was defeated insofar as life companies 
are concerned after a hard fight, but he 
succeeded in securing passage of sim- 
ilar amendments affecting fire and cas- 
ualty companies. 

Commissioner Beha of New York sub- 
mitted a proposed amendment to Sec- 
tion 97 governing the acquisition costs 
of life insurance companies in New 
York, and embodied among other fea- 
tures the American Men’s Table as a 
permissive standard. His program was 
seriously opposed by the National As- 
sociation of Life Underwriters and by 
some company officials, and warmly sup- 
ported by others. As the result of a 
public hearing upon the matter, the 
proposal was laid over for another year. 
An echo of the proposal was heard at 
the commissioners’ meeting ‘held in 
Rapid Citv, when Commissioners Du- 
mont of Nebraska and Wells of Minne- 


sota took strong ground against the 
limitation of acquisition costs of life 
insurance companies by law in their 


own jurisdictions. A discussion by Com- 
missioner Dunham of Connecticut ap- 
proved in general the pronvosed amend- 
ment suggested by Commissioner Beha. 


Interesting Development 
As to Federal Courts 


An interesting development during 
the session of Congress was a determin- 
ed effort to divest federal courts of 


jurisdiction for diversity of citizenship. 
This would practically have the result 
of depriving life companies of access to 
the federal courts. One bill was intro- 
duced by Senator Norris of Nebraska 
and received a favorable committee re- 
port. Members of the convention were 
requested to use all influence possible 
with their senators to oppose this 
measure. However effective our efforts 
were, the bill never commanded suffici- 
ent certainty of a majority in the senate 
to inspire its author to present it to a 
vote. Three similar bills in the House, 
two of them particularly directed at in- 
surance companies, failed to receive a 
favorable report of the committee. 


National of Vermont 
Decision Reviewed 


One of the important events of the 
year was the decision of the supreme 
court of the United States in the case 
of the National Life of Vermont vs. 
United States, in which the court held 
that the present income tax law as it 
relates to life insurance companies is 
unconstitutional, insofar as it attempted 
to subtract the exemption granted of 
the income on tax exempt securities 
from the deduction allowed of four per- 
cent interest earnings upon reserves re- 
quired by law. This will result in large 
tax refunds to many life insurance com- 
panies. On the other hand, it has led 
to an expressed determination on the 
part of treasury officials to amend the 
income tax law to make up the loss of 
revenue occasioned by the decision. This 
may result in an attempt to change the 
present basis of taxing life insurance 
companies and may have far-reaching 
consequences. 


Coupon Policy Case 
Before Tax Appeals Board 


Another case of importance to Ameri- 
can Life Convention companies was the 
decision of the Board of Tax Appeals 
in the case of Standard Life of Pitts- 
burgh vs. Commissioner of Internal 
Revenue. This was the first so-called 
coupon case to be heard by the Tax 
Board. It resulted in a sweeping vic- 
tory for the company. The question 
involved was whether or not reserves 
maintained to mature policy coupons 
are reserves required by law within the 
meaning of the income tax law, and 
whether companies are therefore en- 
titled to deduct four percent interest 
earnings upon such reserves in com- 
puting their taxable income for the year. 
The board held in substance that every 
reserve maintained to liquidate a guar- 
anteed policy obligation at maturity is 
a reserve required by law. 

Unless the Bureau of Internal Reve- 
nue appeals this case, it will be decisive 
or more than 30 cases of American Life 
Convention companies now pending be- 
fore such board and will be of benefit to 
53 convention companies which issue 
this type of policy. I have no way of 
calculating the ultimate benefits accru- 
ing to our companies from this decision, 
but one of the companies largely inter- 
ested has more than $35,000 in taxes 
involved to date. 

During the year, the convention has 
department ruled that the case of Duffy 
vs. Mutual Benefit, Life, which held 
that the reserves of mutual life com- 
panies are invested capital within the 
meaning of the excess profits tax law, 
and therefore, companies are entitled to 
deduction of their normal earnings upon 
such reserves in computing their excess 
profits tax, was not applicable to stock 
companies, 

During the year, the convention has 
extended its field of activity by the 
creation of several new sections. The 
financial section, which was authorized 


_to New Orleans, 





at Dallas, has been organized and is 
now functioning effectively. Programs 
have been prepared for the new agency 


and home office management sections, 
which will hold their first meetings on 
Friday. It is believed that through these J 
new sections, the convention will be & 


able to serve its members both 
extensively and more effectively. 


more 


American Service Bureau 
Has Wiped Out Deficit 


The American Service Bureau has had 
the best year in its history. The present 
calendar year will set a new record both 
as to volume and profit. We are serving 
more companies than ever before, and 
serving them more efficiently. I dare 
believe that we are providing an in- 
spection service equal to that provided 
by any other inspection agency in the 
country. As forecast in my last an- 
nual report, the deficit of the bureau 
has been entirely wiped out and we have 
now accumulated a surplus of $21,250 
The gross profit for the first eight 
months of this year amounts to $20,385, 
and the net profit, after setting uw 
proper reserves for interest on borrowed 
capital and federal taxes, is $17,562. The 
reorganization of the bureau effected at 
the Dallas meeting, by which members 
of the executive committee became 
members of the board of directors of 
the Service Bureau by the purchase of 
‘stock in that corporation, has been com- 
pleted and is functioning very satisfac- 
torily. The program of retiring the in- 
debtedness of convention companies 
adopted at the same meeting will be 
carried out without embarrassment to 
the bureau and without impairing the By 
service which it provides. According F% 
to our plans, this indebtedness will be 
liquidated by 1931, and thereafter, the F 


profit to the convention. 

During the year the secretary's office 
has collected data on several important [7 
questions by means of questionnaires >7 
to the companies. Among the matters : 
thus covered were experience in farm 
mortgage investments, the practice in ; 
carrying compensation and liability in- 4 
surance, company practice in reference 7 
to aviation risks, non-medical insurance, 
etc. These have been tabulated and 
distributed to the companies for theif 
information. 

During the year our publicity de fF 
partment has functioned in a more el FF 
fective way than ever before. Informa- 


4 
bureau will be a source of substantial ; 
1 
: 


} 
tion relating to important legislative pro \ 


posals. unusual court decisions and mat- 
ters of general interest to the companies 
has been distributed to the insurance 
journals and the public press. A genera. 
of life insurance conditions 


ea RD ME 2 al 


review 
the countrv by the president of the 
American Life Convention has beet 
given currency in the daily papers 
through press associations and direct 


contacts. This year we have write! 
an individual story for the home tow? 
paper of every man appearing upon the 
nrogram of any section, not only +“ q 
ing a paragraph from his speech. 
some general ovublicitv favoral ble 
American Life Conv ention companies 
general and those in that locality pa™ 
ticularly. 
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Vice-President and General Counst’ | 
iy J. McGivney of the Pan- American 
Life and Mrs. McGivney came to = 
meeting carrying half a dozen suit case 
and grips. They were playing safe 
Thev attended the commissioners’ ¢o™ 
vention at Rapid City. S. D., stopping 4 
few davs before hand in Chicago. The 
hotel porter checked their trunk back 
a fact not discovered 
until they arrived at Rapid City. - i 
McGivney had to purchase a new wat 
robe because of the mistake. 
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HE principle of obtaining habits 
T and health information regarding 

an applicant for life insurance from 
non-medical sources is as old as life 
insurance itself. In 1705, when the 
Amicable Society for a Perpetual As- 
surance Office began operations with 
limited knowledge. of insurance, each 
person proposing membership in this 
society appeared personally before the 
court of directors. Each director was 
privileged to put any question he pleased 
to the applicant for admission. 

The fundamental principle of obtaining 
underwriting data through lay sources 
long antedated the practice of securing 
it through medical sources. The char- 


acter, habits and occupation of the ap- 
plicant for insurance were considered 


equally important with information 
concerning his health. The methods of 
eliciting information have improved 


from time to time. The most critical 
opponent of lay inspections can only 
condemn the method of application of 
the principle. 

Inspection 


service is contributing 











FRANCIS V. KEESLING 
West Coast Life 


daily to life insurance vital data ob- 
tainable alone through an independent 
outside source, whether: the report be 
upon the applicant, agent, medical ex- 
aminer, claimant, or it be one of the 
various and sundry other types of report 
modern inspection service is asked to 
furnish. 

In 1926 the eight states in which are 
located our eight largest cities accounted 
for 60 percent of all the life insurance 
written in the United States. Nearly 
70 percent of the net gain in business 
of this year over 1925 was accounted for 
by those same states. Nearly three- 
quarters, 71 percent to be exact, of the 
population of these states is urban pop- 
ulation, people living in the cities, and 
a larger percentage of the buying power 
of these states is concentrated in the 
cities. 

Few realize in what numbers the for- 
eign born, and especially the central and 
southern Europeans, are applying for 
life insurance, and what has been and 
is being accomplished in eliminating un- 
worthy applicants of their number. 

At the last census two-thirds of the 
population of Detroit over 21 years of 
age were foreign born and of foreign 
and mixed parentage. A higher fraction 
of the total population would be ob- 
tained if those under 21 years of age 
were considered. A constantly increas- 
ing number of agents of foreign nativity, 
or of foreign parentage, is working in 
this very profitable field. The insurance 
idea has rapidly been absorbed by them. 


ion of Inspection to Insurance 
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Every day there comes into the inspec- 
tion offices in metropolitan centers an 
increasing number of foreign applicants 
to be inspected. 

The Polish community in Detroit for 
example, lends itself reluctantly to so- 
called Americanization, not different 
from Chicago, Cleveland, New York, 
San Francisco, or any other large city, 
or most any other middle European 
nationality. It is a city within a city; 
Polish doctors, lawyers, bankers, . auto 
salesmen, grocers, in fact everything in- 
cluding insurance agents. Benefits from 
insurance contracts are widely recog- 
nized. Possibly you do not think that the 
doctor, treating an indigent man dis- 
abled by some incurable degenerative 
disease, is interested in whether the man 
is insured or not. We are convinced 
that he is interested. So is the store- 
keeper, undertaker, wife who may be 
left, or relatives who may be taking 
care of him. 

The foreign applicant has become in- 
surance wise. Without careful individ- 
ual selection of applicants, the expe- 
rience of this class must be unfavorable 
to the company. 

Attempt Made to 

Impose on Companies 

An agent for ua iarge middle western 
company convinced his company that 
he could write a large volume of desir- 


able Chinese business in Cleveland. 
After arranging with his company, he 
thought that the next arrangement 


should be to fix the inspection organi- 
zation, so that no hitch might result 
from their conveying any unfavorable 
information to his company. The whole 
group proved to be undesirable, Orien- 
tal business. 

No one can read the names of dead 
gangsters without being impressed with 
their alien character. Los Angeles, 
Cleveland, New York, St. Louis, Chi- 
cago, and even Pueblo, Colo., have been 
shaken by the gun killings of this re- 
vengeful people. It is no credit to the 
United States that most of the murders 
have been over the spoils of liquor traf- 
fic. Twelve of the notorious crowd of 
Chicago gangsters have applied to 
American Life Convention companies 
for life insurance in amounts of $1,000 
to $100,000. The applicant for the $100,- 
000 policy, one for $10,000 and one for 
$5,000, were all murdered within six 
months of the dates of application. The 
companies had declined to consider the 
applications on account of information 
developed in inspection reports. 

The detail of the inspection of occu- 
pations of these many foreign appli- 
cants is a study in itself. While the acci- 
dents and hazards of employment of 
both foreign and American are becoming 
fewer in the largest plants, there are 
still a vast number of workers in plants 
of 100 employes or less, where the fre- 
quency of accident is increased, duties 
less specialized, and the conditions of 
employment in no sense stabilized as in 
the larger industrial units. 


Aviation Is a Subject 
of Keen Interest 


Among the much discussed current 
problems among insurance companies is 
what to do with the increasing number 
of applicants for life insurance who are 
engaged in aviation. 

The development of aviation is a posi- 
tive step ahead in commerce and trans- 
portation. Now 15,000 civilian licensed 
nilots, students, and mechanics are de- 
voting their time to aviation, 6,000 
planes are licensed, and a large number 
not ascertainable unlicensed. Many, 
many aviation schools are springing into 
existence. Hundreds of concerns are 
engaged in aeronautic equipment man- 





ufacture and the low priced machine on 
the market. The commercial value of 
aeroplane transportation has _ been 
thoroughly established, aviation must be 
welcomed by all progressive business, 
including life insurance. 

From our inspection of 100 applicants 
for life insurance who are engaged in 
aviation in any way, and from our in- 
vestigation of aviation through flying in 
airplanes, questioning the managers of 
airports, and flyers themselves, we be- 
lieve that most careful individual per- 
sonal selection of those engaged in any 
way in flying is at present the only safe- 
guard against acquiring some _ very 
speculative business. While the me- 
chanical hazards of aviation decrease, 
the hazards of human independability 
increase. 


Causes of Many 
Fatalities Are Given 


The fatalities and casualties we read 
about in the newspaper and the govern- 
ment reports are due only secondarily 
to the mechanical deficiency of planes. 
They are due primarily to unnecessary 
strain upon the plane through foolhardi- 
ness, recklessness, lack of experience 
and experimental flying. The majority 
of them, also, are in planes over which 
the government has practically no con- 
trol. 

Several groups of individuals inter- 
ested in aviation have come to our at- 
tention in particular as applicants for 
life insurance; mechanics in garages 
who on week-days do their regular 
work, and on Saturdays and Sundays 
are barnstorming a few miles out, 
where they have paid a farmer $5 for 
his stubblefield for the day and are 
accepting passengers at $3 a ride. To 
wealthy young bloods, flying an airplane 
provides an outlet to an ungovernable 
nature, which cannot be satisfied in 
regular pursuits of business or recrea- 
tions. Officials of chambers of com- 
merce, which are fostering new airports 
in their cities, manifest much interest 
in aviation, often fly as passengers and 
occasionally have their own planes. 


Information That Companies 
Desire to Have 


The heads of investment firms, auto- 
mobile supply and agency men often 
own planes and fly for recreation and get 
some advertising benefit from it. So 
do prominent younger members of the 
theatrical profession. Attendants about air 
fields want to experience all the thrills 
to flying and are not particular with 
whom they fly. Reserve officers of the 
aviation corps of the army or navy, who 
are engaged in various kinds of busi- 
ness, fly once every week or two. Then 
the large distributing companies, pri- 
marily for advertising purposes, it seems 
at present, own planes for which they 
employ licensed pilots. These enable 
their executives to get about the coun- 
try more rapidly. One such St. Louis 
executive is reported to have returned 
just recently from a 25,000 mile sales 
trip. 

The frequent appeals of underwriting 
departments as to the exact flying ac- 
tivities of their applicants indicate that 
some fear and trembling pervades their 
province of accepting or rejecting appli- 
cants who own, pilot, or ride extensively 
in planes. The questions asked us by 
life insurance are: “Does the applicant 
own a plane? Does he drive it himself? 
Does he ride frequently as a passenger 
in a plane?” 

The removal of the aviation restric- 
tion from insurance policies means that 
greater care must be exercised in the 
selection of business affected by avia- 
tion. Every flyer minimizes the danger 
of flying. Frequent contact with danger 
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makes danger more agreeable, but does 
not lessen the chances of death. Mor- 
tality from inexperience and reckless- 
ness in aviation is the greatest. Fatali- 
ties in the first and second years of fly- 
ing are the most numerous. - If an avia- 
tor wants insurance and is properly pre- 
pared by the agent who knows he flies, 
you can depend upon it that the number 
of times he states in his application that 
he flies will be exactly like the state- 
ment of the number of drinks a habitual 
user of liquor states he takes, many less 
than actual. 

Inspectors: are pointing out each day 
the flying activities of many persons 
applying for life insurance. This avoca- 
tion and recreation of an _ increasing 
number of applicants introduces haz- 
ards which cannot be overlooked. 

No one consideration is receiving 
more attention of the underwriting and 
medical departments of life companies 
than the losses experienced through the 
death of big policyholders. The insti- 
tution of life insurance is so great that 
it has not been threatened by these 
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losses. Otherwise vigorous action 
would have been taken about it. The 
dissemination of knowledge as to means 
of priming for life insurance and the 
ease with which this knowledge is a? 
plied to obtain large policies of insur- 
ance should be and, I believe, is o 
much concern to all companies. The 
element of speculation when unstable 
financial conditions, domestic difficulties, 
previous breakdowns, and many other 
irregularities have been present, 
played no small part in these losses 4s 
well. By far the majority of large 
claims investigated by the American 
Service Bureau have clearly indicated 
that the entire facts were not obtained 
by the company when the applicant a? 
plied for insurance. In many cases 1 
spection of the claim reveals that the 
warnings at.the time of application, 
though given, were not heeded. 

Analysis of many claims shows 4a Pre 
nonderance of indication that many st 
cides and suspected suicides had beet 
in bad financial condition for some time 
prior to death and in not a few cases 
at the time of application. ae 

If our experience in investigating 
claims indicates anything, it would be 
profitable for companies to take the 
time and pains necessary to secure true 
financial condition, rather than let dow? 
the bars and permit the electricity 
the big application or agency pressure 
bring about hasty acceptance. Our & 
perience with “big risks” has not bee® 
extensive, but we look with suspicio? 
upon certain types of applicants desiring 
large insurance. 
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Integrity and Square Dealing 


For more than seventy-seven years the 
Massachusetts Mutual has been build- 
ing a reputation for integrity and square 
dealing towards its policyholders and 
its representatives. It is noted for its 
splendid service, always promptly and 
efficiently rendered. Its policy con- 
tracts are unexcelled and are sold at a 
net cost that is very low. Its policy- 
holders are its friends and enthusiastic 
advocates. 


Any agent of our Company will tell 
you how valuable an asset the good 
will of the public toward the Massachu- 
setts Mutual is in his work. He will 
also tell you that he receives the whole- 
hearted co-operation of a Home Office 
that is always ready to do its part. 


MASSACHUSETTS MUTUAL 
LIFE INSURANCE COMPANY 


SPRINGFIELD; MASSACHUSETTS 
Organized 1851 


MORE THAN A BILLION AND A HALF OF INSURANCE IN FORCE 
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It’s All 
: Greek 
To Me! 


THE PROSPECT HAS A TOUGH 
TIME UNDERSTANDING SALES- 
MEN WHO TRY TO EXPLAIN A 
FLEXIBLE, MODERN LIFE IN- 
SURANCE CONTRACT EMBODY- 
ING A NUMBER OF ALTERNA- 
TIVE OPTIONS AND BENEFITS. 
SMALL WONDER THE LAYMAN 
BECOMES CONFUSED OVER A 
WEARISOME VERBAL RECITA; 
TION THAT IS UNAIDED BY 
AN ILLUMINATING “PICTURE.” 





— 


American Central Representatives 
Use the “Personal Proposal” 
and are Understood 


IT IS A VISUALIZATION OF 
THE POLICY AND ITS MAJOR 
FUNCTIONS AS THEY MAY BE 
EXERCISED BY THE HOLDER. 
CONCISE, PLEASING TO THE 
EYE, STRIKING IN ITS SIM- 
PLICITY, IT ASSURES THOSE 
MOST VITAL REQUISITES TO 
A SALE— UNDERSTANDING 
PLUS MEMORY, 


— 


(Just one of the many reasons why American Central representa- 
tives are happy and successful.) 


ESTABLISHED 1899 


AMERICAN CENTRAL 
LIFE 


COMPANY 
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Legal Section Takes Up Many 
Questions of Real Interesif 


NEW OFFICERS ELECTED 
Chairman—C, Petrus Peterson, Bankers 


Life of Nebraska. 


Secretary—Walter H. Eckert, 


Life of Chicago. 


HE Legal Section held its meeting 
T Monday and Tuesday and was 

presided over by Frank W. Mc- 
Allister, with C. P. Peterson of the 
Bankers Life of Nebraska as secretary. 
Jacob M. Lashly of the St. Louis Bar 
Association gave the welcome. 

The review of the life insurance cases 
for the year was presented by Secretary 
Claris Adams. E. M. Grossman of the 
Central States Life gave a history of 
the contest between the Bank of Italy 
and the insurance interests of California 
over the effort of the former to get into 
the insurance business. Mr. Grossman 
also gave a review of the controversy 
waged elsewhere. largely between the 
National Association of Insurance 
Agents and the banks acting as agents. 


Peterson Discusses 
Bank Agency Issue 


C. P. Peterson, in commenting on the 
paper, stated that ultimately the law 
will prevail which experience teaches 
is best for the social order. If life in- 
surance agents are purely salesmen, he 
sees no rights involved or impropriety 
in banks acting as agents. If there is a 
professional side to the work of the 
agent, then the right of a bank to act as 
insurance agent may be questioned. The 
professional man submerges his own 
personal interest in favor of his client. 
Mr. Peterson feels that the resistance 
of organizations of insurance agents to 
banks entering the field is not based 
entirely upon selfish motives. The 
agents, he declared, deal with a field 
that requires a personal relationship 
rather than a corporate. Mr. Peterson 
said that undoubtedly there is a pro- 
fessional status in the work of an expert 
life insurance man. If an agent is 
working merely for a bank or’ other 
corporation, his responsiblity is to the 
stockholders rather than to a person. 

A telegram of good wishes was or- 
dered sent Harry Cole Bates, attorney 
for the Metropolitan Life, who is secre- 
tary of the Association of Life Insurance 
Counsel and is now on his wedding 
trip. 


Law Institute 
Committee Reports 


A. D. Christian of the Atlantic Life 
gave a report for the committee on re- 
statements of the American Law Insti- 
tute. At the last meeting of the section, 
a committee consisting of Mr. Christian, 





C. PETRUS PETERSON 
Bankers Life of Nebraska 
New Chairman Legal Section 


Federal 


C. B. Welliver, American Central Life 


and William BroSmith of the Traveler; F 
together with F. W. McAllister of th® 
Kansas City Life and Secretary Claris 
Adams, ex-officio, was appointed to tak 
up and examine the restatements oj 
law by the Institute. The Association 
of Life Insurance Counsel later ap. 
pointed a committee consisting 6 
Thomas J. Tyne, Jr., National Life § 
Accident; Mr. BroSmith and Mr. Chris. 
tian to deal with the restatements. Mr 
Christian was chosen chairman of th 
joint committee. 


Joint Committee 
Takes Up the Questions 


The committee after going over th 
restatements dealing with contracts mat 
criticism of three. The next subjec: 
before the council of the Institute i 
conflict of laws. The joint committe 
will therefore examine the restatements 
on this subject. 

There have been added to the Asso- 
ciation of Life Insurance Counsel con- 
mittee George H. Wilson of the Fidelit; 
Mutual Life and Stirling Pierson 
the Equitable Life of New York. The 
next meeting of the joint committe 
will be held Nov. 16. 

The committee representing the tw 
organizations took the matter up with 
Editor Williston, endeavoring to ge 
changes made in the sections to which 
exception was taken. The committee 
claimed that a wrong impression woull 
prevail if the restatements went out a 
had been edited. Mr. Williston, how- 
ever, refused to make any further 
changes. The Legal Section author 
ized its committee to take up with the 
general council of the Institute the ma F7 
ter of a rehearing on these objection F7 
able sections, Robert Stone of Topek 
making the motion. 


Bills Before Congress 

Were Criticized 

The question of litigation due to 1 
terpretation of the incontestable clause 
and especially where the policy ha 
been reinstated, comes up before the 
Legal Section almost every year. R. !. 
Baird of the Lincoln National Life reat 
the paper this year, which was @* 
cussed by Thomas J. Tyne, Jr., of the 
National Life & Accident. 

Mr. Baird in closing referred to tt 
effort made in Congress to force sult 
in the state courts unless some const 
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tutional question is involved. He said 
that insurance companies feel that often 
they can obtain more effective relief -in 
the federal courts because the judges 
for the most part are. more experienced 
and more. conversant with insurance 
law. They are not prejudiced and are 
less subject to influence. He said the 
bills that were introduced in Congress 
imperil rights and were a menace to 
litigants who desire to secure justice. 
Claude H. Voorhees discussed in a 
learned paper “Some Legal Phases of 
Life Insurance Trusts.” This is a par- 
ticularly timely subject because of the 


} interest manifested in these trusts by 


© agents and companies during the last 


a ee ee eee 


two years. Arnold Hobbs of the North- 
western National discussed the paper. 

E. R. Sloan of the Bank Savings 
Life spoke on “What is Proof of Non- 
payment of Premium.” 

Allen May of the Missouri State 
Life took as his subject “Tort Liability 
on an Insurance Application.” He cited 
cases in numerous jurisdictions involv- 
ing negligence. W. Calvin Wells of the 
Lamar Life dealt with torts in passing 
on life insurance applications. 

At the opening of the Legal Section 
Tuesday, the question of liability of 
life companies for negligence in passing 
on applications was discussed by James 
C. Jones, Sr., of St. Louis. He stated 
that there can not be any liability in 
tort unless there be a violation of duty 
imposed by law. Companies have been 
confronted with courts holding them 
liable in case an application be not 
acted on promptly. Mr. Jones said that 
the fallacious doctrine of imposing on 
companies the necessity of passing on 
applications within what might be called 
a reasonable time had been adopted in 
seven or eight states. The question 
arises in every office as to what would 
be deemed a reasonable time. He de- 
clared that often the courts are influ- 
enced by prejudice and a desire to help 
the beneficiaries, regardless of whether 
they were clearly within their rights or 
not. Mr. Jones said that in the Ameri- 
can National, which he represents, the 
practice had been established to notify 
the applicant if his application were 
postponed or rejected. He advocated 
placing in the application blank a stip- 
ulation that if favorable action were 
not taken within any stipulated time, 
it should be deemed a rejection. 

W. H. Eckert of Chicago, general 
counsel of the Federal Life, also dis- 
cussed the paper. 

Mr. Jones held that if liability exists 
with life applications, it exists also as 
to indemnity applications. Companies 
writing health and accident insurance 
= be confronted with the same prob- 
em, 

F. V. Keesling of the West Coast 
Life read a paper on the incontestable 
clause. It was discussed by A. E. 
Carroll, Guaranty Life; John B. Han- 
ten, Midland National, and T. J. Mc- 
Comb of Oklahoma City. Mr. Mc- 
Comb feels that in view of the writing 
of nonmedical insurance and juvenile 
Policies the incontestable period should 
be not less than two years. 

John V. Sees of Huntington, Ind., 
Presented a paper on the disability 
clause. He frankly stated it was a 
mistake to introduce such a clause in 
a life policy other than the premium 
Waiver provision. Disability insurance 
he said should be written by casualty 
companies, He cited many cases show- 
ing how many disputes arise over 
claims arising from this clause. 

“thes ‘fe McGivney of the Pan-Amer- 
the I -ue read a memoir in tribute to 
¢ late W. S. Ayres, general counsel 
ankers Life of Iowa, former chair- 
— of the Legal Section. Another 
— —- died during the year, 
ine tie, 4 of the Western Re- 
a , €. G. A. Deitch of the Re- 
eee = Life presented a_ suitable 
oir on. Charles “Gai ooo oad 
counsel for the R i 5 ares 
Wenanened . egister Life. S. W. 
Jala. ott of the American Life of 

8, presented resolutions on the 


death of Lud illi 
Amicable ua" T. Williams of the 








A Fine Home, A Good Car, 


Friends, A More Than Average Income, 
Pleasant Work, A Future— 


In each issue of The Emancipator is 
told in detail the fascinating life 
story of one of the many successful 
Lincoln National Life Agents. 
Reading these stories, month after 
month, one quickly recognizes the 
fact that these men are happy in their 
work, prosperous, growing, recog- 
nized. They own their homes, drive 
their big cars, are looked up to in 
their communities and are zealous 
and loyal in their work. They enjoy 
the friendly contact with the com- 
pany officials, the conventions, the 
clubs, the stimulation of fellow- 
ship and the satisfaction of the 





public service they render. When 
new men are selected who “meas- 
ure up” they are welcomed whole- 
heartedly, and co-operated with 
unstintedly in their development 
with this vigorous, strong com- 
pany and in the challenging satis- 





fying work it offers. 
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The 


Lincoln National Life 
Insurance Company 


‘‘Its Name Indicates Its Character” 








Lincoln Life Bld¢. Fort Wayne, Indiana 
More Than $550,000,000 in Force 
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OUR VIEW 
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Over seventy years ago the founders of 

The Northwestern Mutual Life Insur- 

ance Company set out with an ideal for 
E the conduct of their business—to write 

Life Insurance and Life Insurance only. 

This ideal has been the keystone around 

which the Northwestern has built its 
p business to the present position in the 
front rank of life insurance companies. 
In pursuance of this ideal, it became evi- 
dent to us that we could not consider 
health and accident clauses and similar 
plans, as their writing involves condi- 
tions other than those met with in life 
insurance as we practice it. Therefore, 
we do not write such clauses into our 
e policies. Likewise our pledge to 600,000 
: policyholders is one which entitles them 
to personal negotiations with competent 
and responsible agents. This is not pos- 
sible with group plans and other forms 
of wholesale insurance selling. Hence 
we have consistently steered clear of this 
type of business. This represents our 
viewpoint on the life insurance business 


today as practiced by us, after the ideals 
laid down by our founders. That they 


r 2 


are right and just is we believe evidenced 
by our consistent growth, and by the 
fact that our agents continue to give us 
ever-increasing support. 
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untrained agent had somehow man- 

aged to sell enough life insurance to 
make a living, he was acclaimed a suc- 
cess, and the manager felt that any fur- 
ther supervision would be useless and 
perhaps felt to be an unwarranted in- 
trusion on the personal liberty of the 
producer. Far too much of this attitude 
still remains, but it is disappearing with 
a closer study of the problem we face, 
and the necessity for continuous super- 
vision throughout the history of an 
agent’s connection with the company is 
becoming more apparent. 

In the successful city agencies of 
today, definite rules are laid down gov- 
erning when the agent shall come to the 
office, when the agency meetings will be 
held, a definite assignment of work to be 
done is made, and the life of a new 
agent is carefully guided on predeter- 
mined channels. 


[° days gone by, when the unselected, 


Agency Teamwork Product 
of Successful Supervision 


The smart manager of today has so 
enthused the older agents that they take 
a personal pride in assisting the new 
man, even at some expense to them- 
selves. Contrast this with the old idea, 
where each man absolutely depended on 
himself. The spirit of agency teamwork 
and agency cooperation so noticeable in 
the successful agencies is the product 
of successful supervision by the mana- 
ger. Wherever a high degree of agency 
loyalty is missing, the manager has to 
that extent failed in his task of super- 
vision. In the loosely organized agen- 
cies, covering a number of small towns 
and rural territory, the problem is more 
difficult, as the manager necessarily can- 
not have the same degree of personal 
contact possible in the city agencies; vet 
the successful manager can project him- 
self by such personal visits to the agent 
as are possible, together with such visits 
of the agent to the manager, combined 
with intelligent correspondence. If any 
assistants are used they must carry out 
the principles and methods of the mana- 
ger and each must not be allowed to 
initiate a different method. 


Devends on Personal 
Characteristics of Manager 


Successful supervision after all rests 
upon the personal characteristics of the 
manager. The various qualifications of 
a manager certainly include absolute 
sincerity, true loyalty to the company 
and to the agents and a keen and un- 
deviating human interest in his men. I 
don’t mean that the manager should be 
constantly prying into the personal af- 
fairs of the men, but to the good mana- 
ger, the agent will naturally come with 
his major problems, whether they are in- 
surance problems or personal problems. 
Many times a good producer has gone 
on the rocks through some personal 
problem. If the manager has not se- 
cured that man’s loyalty, he will have 
no opportunity to help him with his per- 
sonal problems. 

The successful manager of todav is 
not only visualizing a steady growth of 
his total agency production, but he is 
personalizing the problem to himself by 
asking of himself: What can I do today 
to help John Smith? 


Considerable Degree of 
Latitude Is Allowed 


In our own company we are operat- 
ing on the branch office system, wherein 
we expect the manager to reflect the 
home office. We do not undertake to 
require that each manager shall cross 
his t’s and dot his i’s exactly in the 
same manner. We recognize that busi- 
ness conditions vary with different locali- 
ties, and that rigid supervision suitable 


. 


Supervision of Aweints, How 
Far Shall It Be Extended? 


By W. T. O’DONOHUE 
Vice-President and Agency Manager Jefferson Standard Life 


for Philadelphia would not be suitable 
for a country agent in Georgia. We, 
therefore, leave to the manager a con- 
siderable degree of personal latitude in 
how far he shall go in supervising, but 
we check him at intervals as to whether 
he is supervising or not by asking de- 
tailed questions about certain of the con- 
tract agents picked at random. This in- 
formation is occasionally cross-checked 
by getting in direct touch with the pro- 
ducer himself. We do require that the 
new assistant to the manager shall work 
with the manager and with old seasoned 
men until he has thoroughly acquired 
the spirit of the agency. This is essen- 
tial so that the assistant in working with 
a new man will get him accustomed t 
the same spirit. 

We require the detailed weekly re- 
ports from the manager and his assist- 
ants of his organization activities, and 





W. T. O’7DONOHUE 
Jefferson Standard Life 


encourage rather complete information 
about the particular problems that the 
manager has been dealing with. Our 
encouragement is based upon our theory 
that to set a problem down on paper to 
be read by someone else assists in clari- 
fying the problem in his own mind. 


Give New Manager 
“Plenty of Rope” 


Presupposing that our manager is in 
all respects the “very man for whom we 
have been looking,” what then? Is he 
to be brought to the home office, 1- 
structed, directed and then assigned to 
a field to do as he pleases? To that 
question I shall answer yes and 10. 
Yes, for a time, and no, after he has 
given a first demonstration of his fitness 
to deal with the human and the terri- 
torial problem. I am favorable to the 
idea of permitting the new manager to 
have plenty of rope. Handing him the 
rope, figuratively speaking, he will either 
act like the proverbial fool and hang him- 
self, or he will pitch it away, having n° 
use for it. In the one case he has 
proven himself unfit, and in the other 
he is the type that will go ahead and 
develop the territory entrusted to him. 


Too Many Criticisms 
Reduce Efficiency 


To err being human, and we, the d- 
recting heads of companies, permitting 
ourselves the right to make mistakes 
every now and then, cannot expect more. 
or expect less of those who are serving 
us. In the case of a manager, he * 
held to a strict accounting, but not to 
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severely dealt with if his judgment on 
occasions goes wrong. Our own is on 
trial often enough, to be sure, so why 
reduce the efficiency of our representa- 
tive by finding fault, criticising and an 
attitude of superiority? Many a man 


| who might be successful in this field has 


had his spirit reduced to ashes because 
those directing him, or supposed to do 
so, sit at their desks and pass judgment 
on his efforts without offering a helpful 
suggestion. It is well to remember that 
the man who is working under us would, 
if he possessed equal ability and equal op- 
portunity, be working over us, instead 
of having us supervise him. 


Line of Communication 
Must Be Maintained 


I have seen men employed, sent into 
the field and all but forgotten by those 
at the home office. This seeming lack 
of interest on the part of officials 
enough to take the life out of the most 
enterprising field worker. “Turned 
loose,” he calls it, and he is right. I 
have had men come to me and tell me 
that they have left their companies and 
wish a contract with ours because they 
were not given cooperation. Here we 
have the very crux of the situation. The 
line of communication, which is merely 
another way of speaking of cooperation, 
must be established between man and 
agency manager. 

Supervision of agents may be, should 
he regarded as the supervision by the 
jew for the benefit of the many. It is 
a perfectly futile operation if it does not 
win friends for your company. To be 
effective in his field, your man must 
not be a servitor, the holder of a con- 
tract, but one so intimately interested in 
its program and plans, so perfectly in 
accord with every movement that con- 
templates the steady advance of your 
institution towards a higher goal, that 
he will live himself into the work as if 
The good will of 
vour man through mutual: understand- 
ing, appreciation, cooperation and intel- 
ligent sympathetic supervision will do 
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institution than any force vou 


could set to work to promote it. 


World Series Baseball 


Games Became Great 
Counter Attraction 


lf the management of the American 
Life Convention had been astute 
enough to know that the St. Louis 
Cardinals would win the National 


League championship, and if the offi- 
cers had been wise enough to know 


just what days the Cardinals would 
play the New York Yankees in St. 
Louis, the time of the convention 


would not have been fixed the second 
week in October. 

The Statler Hotel was the official 
headquarters of the American Life 
Convention, and it undoubtedly was 
chosen as the official headquarters of 
hundreds of baseball fans that desired 
to see the games. On Sunday the 


| lobby of the hotel was crowded with 


ardent baseball followers, who milled 
around in an effort to find a place to 
sit down. Everyone who had a par- 
ticle of influence on the hotel manage- 
ment was endeavoring to secure a 
room. Woe came to the man who 
had not made a reservation. The ho- 
tel management took care of American 
Life Convention people, although on 
Monday there was considerable delay 
in assigning rooms. Altogether, the 
hotel did its best, because it was con- 
‘ronted with obstacles of all kinds. 
nasmuch as the St. Louis team lost 
on Sunday, there was less interest. The 
‘rowd began to wane and there was 
- se room in the hotel. The Legal 
enon adjourned Tuesday noon to en- 
— its members to go to the game if 
ef desired. The Financial Section 
- _ at its Tuesday afternoon meet- 
Worte nse of the baseball interest. 
orld series games and conventions 
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W. P. McCracken Gives a 
on the Hazards of Aviation 


ILLIAM P. McCRACKEN, Jr., 
W assistant Secretary of Commerce 

in charge of aeronautics, spoke 
Thursday morning. President Arnold 
in introducing him stated that he was 
acquainted with Mr. McCracken through 
college and fraternity associations. He 
added “I should say, however, that Mr. 
McCracken came after me.” Mr. Mc- 
Cracken is a Chicago attorney and a 
secretary of the American Bar Associa- 
tion. He said that there had been some 
misconception on part of life companies 
about aviation. The validity of a policy 
is not’ affected after the incontestable 
period has expired. The accident com- 
panies, of course, can cancel their poli- 
cies at any time. 

Mr. McCracken stated that the acci- 
dents on regular air routes where regu- 
lar planes are used manned by licensed 
pilots have been very few. For instance, 
the company using planes both mail 
and passenger between St. Louis and 
Chicago during the last year and a half 
has experienced no fatality, nor has 
there been any injury. The New York 
to Chicago route over which planes 


have been flying the last two and one- 
half years has been singularly fortunate. 
There has been one pilot killed, but no 
injury to passengers. There has been 
one pilot killed in the Dallas to Chicago 
airway. The Western Air Express op- 
erating planes from Los Angeles to 
San Francisco and to Salt Lake and 
from Cheyenne to Pueblo has lost one 
pilot, but there have been no injuries to 
passengers. Mr. McCracken said that 
there are always hazards in connection 
with transportation of any kind. Per- 
haps the most hazardous method of mi- 
gration today is walking, in his opin- 
ion. 


Government Doing Much 
to Improve Airways 


The government is endeavoring to 
improve safety in aircraft. It is doing 
much to light airways, secure accurate 
weather information, has_ established 
radio beacons and radio communications 
between the ground and the flyers. The 
fog-bound landing is the one big un- 
settled problem. The government 
supervising interstate commerce by air. 
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Pilots must undergo a careful axamina- 
tion. They must be physically fit. 
Planes are periodically inspected. 

Mr. McCracken advised the classifica- 
tion of risks from an aviation stand- 
point, although he said the grouping is 
not extensive and here and there there 
may be some injustice done because of 
the few risks in some of the sub-classes. 

In the first class he would place 
passengers who travel from time to 
time over the regular airways. He said 
some life companies have charged an 
extra premium for policies covering a 
person in this class, while others have 
refused to issue a policy. He charac- 
terized this as unjust and untenable. He 
said the accident companies do not 
discriminate in risks of this kind. 


Gives Suggestions as 
to Pilot Classification 

The next class would be pilots. The 
tendency is to treat them all alike. He 
characterized this as unfair. The regu- 
lar airway pilots, he asserted, are much 
more desirable risks than the others, 
yet they are penalized. These men are 
careful and do but little property dam 
age. Th flyer, he said, the 
worst risk. He would place pilots in 
three groups—professional, amateur and 
military. Mr. McCracken was very out- 
spoken in his statement that there 
should be no hesitance in writing pas- 
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A SUCCESSFUL RECORD 


ROM its inception the In- 

dianapolis Life has been a 

Purely Mutual Company, op- 
erated for the use and benefit of 
its Policyholders. There are no 
Stockholders. It can not be 
bought, traded or sold. During 
the twenty-three years of its life, 
the Company has been progres- 
sive and prosperous. It has kept 
the faith with its Policyholders 
and agents. It has lived up to 
its promises. It has furnished 
insurance at a very low net cost. 
Its dividend record is unexcelled. 
It has the confidence and respect 
of its competitors and the general 
public. It is still guided by the 
Officers who started the Com- 
pany twenty-three years ago. It 
has a loyal and faithful agency 
organization, and it is perma- 
nently established in its own 
home office building. 


In the future as in the past, the 
Company will keep within the 
lines of safe underwriting. It 
will indulge in no doubtful ex- 
periments. It will endeavor to 
keep quality, service and safety 
above mere size. 


1927 


75,25 


CCTOBER 


1928 85,000,000.00 


Operating in: INDIANA, ILLINOIS, 


OHIO, MICHIGAN, MINNESOTA, 
For Agency address the Company 


$325,000.00 
1,281,909.93 
2, 158,315. 62 
2,344,449.12 
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3,760,337.71 
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5, 
7,011,554.27 
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10,231,921.21 
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13,665,053.54 


15,532,346.26 
20,456,374.44 
27,006,018.90 
31,275,345.88 
35,236,427.74 


40,882,131.98 
46,628,369.17 
54,432,038.01 


64,065,397.61 


756,690.86 


7,687.64 
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Indianapolis Life Insurance Company 


FRANK P. MANLY, President 


INDIANAPOLIS, INDIANA 
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sengers travelling over standard routes. 

He declared that the advancement of 
civil aeronautics is an important factor 
in national prosperity and safety. 





Mrs. Blackburn Was a Guest 


One’ of the gracious acts of the con- 
vention was to extend an invitation to 
Mrs. ‘T. W. Blackburn of Omaha to 
be present as a guest. She arrived Sun- 
day. She accompanied Mr. Blackburn 
to all the meetings during his official 
career with the American Life Conven- 
tion. Many courtesies were extended to 
Mrs. Blackburn’ on her St. Louis trip. 


Splendid Publicity Service 


David F. Barrett, who is the publicity 
man for the American Life Convention, 
is doing some constructive work. He 
wrote a newspaper story giving the 
high spots of every address whether 
in the convention proper or meeting of 
a section. He coupled this up with a 
brief explanation of the organization, 
giving the names of local company 
members and sent it to the daily papers 
in the speaker’s home city. Release 
dates were given. In some cases a pre- 
liminary story was sent out. The pub- 
licity plan was inaugurated by Secre- 
tary Claris Adams. 
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H. S. WILSON 
President 








Year’s Activities Reviewed 
at First Convention Session 


RESIDENT O. J. Arnold of the 

American Life Convention in open- 

ing the annual meeting at St. Louis 
stated that he had been confined to his 
bed for two weeks with influenza. He 
was only able to get to his office Sat- 
urday. During the early part of the week 
he kept closely to his room, not partici- 
pating in any of the activities. Mr. 
Arnold was still weak in his under- 
pinning. Undoubtedly he underwent 
considerable physical distress as he gave 
his address. John M. Laird, secre- 
tary of the Connecticut General, occu- 
pied the chair during the time that Mr. 
Arnold read his address. 


Welcome Addresses 
By Two Speakers 


Walter Weisenburger, president of the 
St. Louis Chamber of Commerce, gave 
a welcome. President Arnold remarked 
that it seemed appropriate to have the 
head of the business body of the city 
greet a business men’s convention. Rob- 
ert Daly, actuary of the Missouri 
department, also extended a greeting. 


He referred to the International Life 
collapse through its president’s wrong- 
doing. He declared, ‘however, that a 
large St. Louis company took over the 
business and protected all policyholders 
and beneficiaries. 

Mr. Weisenburger in his talk said that 
big cities had been built about trans- 
portation facilities. In later years cities 
that could be reached by an overnight’s 
ride had a distinct advantage. St. Louis 
became important because of river 
transportation. Now it is assuming a 
new importance as being the center of 
aviation. 

President Arnold’s address and the 
report of Secretary Claris Adams given 
at the first session were comprehensive 
and enlightening. They reviewed some 
of the main questions interesting life 
insurance. 

Walton L. Crocker, president of the 
John Hancock Mutual, was introduced 
by President Arnold, who called at- 
tention to the fact that Mr. Crocker 
was a member of the joint committee 
of eastern and western executives that 
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brought about an amicable solution of 
the preliminary term controversy. 

Mr. Crocker is a director of the United 
States Chamber of Commerce and be- 
fore this had been a delegate from the 
Life Presidents’ Association to the 
American Life Convention meeting. In 
his talk he referred to the tendency to- 
ward coordination and consolidation in 
business. As he put it, this practice js 
being pursued with “frantic fervor.” 
Amalgamation and consolidation, ‘he de- 
clared, must be met with a certain 
amount of control. Any political control, 
he asserted, should be wise and effective 
from the start. 

The United States Chamber came 
into being in 1912 when the government 
itself saw the need for some instru- 
mentality about which business could 
cluster and business sentiment could be 
crystallized. He said there are now 
23,150 members, consisting of local 
chambers of commerce, organizations, 
corporations and firms. He denominated 
it as a true federation of business. No 
great principle is enunciated or no 
nation wide stand taken without a refer- 
endum of the membership. The National 
Chamber desires to get the collective 
opinion of its local units. There have 
been altogother 52 referenda taken since 
the chamber was established. He re- 
ferred to the stand the National Cham- 
ber has taken against any effort to put 
the government in private business. He 
said that it fought to the end the at- 
tempt to have Congress adopt the Fitz- 
gerald monopolistic workmen’s com- 
pensation bill. The result was that the 
District of Columbia has now a model 
compensation law under which private 
carriers take care of the insurance. 

Mr. Crocker said that there are 11! 
life companies which are members of 
the National Chamber, 185 fire com- 
panies and 87 casualty companies. 

Secretary Claris Adams announced 
that 113 of the 140 member companies 
were represented at the initial meeting 
of the convention. 


Cunningham Used as 
a Curtain Raiser 


H. R. Cunningham of Helena, Mont, 
president Montana Life and former 
president of the American Life Conven- 
tion, opened the session the first after- 
noon with a brief, humorous talk, but 
closed with an apotheosis to Montana. 

R. W. Huntington, president of the 
Connecticut General Life, spoke on 
“Some Executive Problems in a Grow- 
ing Company.” He started with his 
company as a clerk. It then _ had 
$20,000,000 in force. It has now passed 
the billion mark. He was made actuary 
in 1893, secretary in 1899 and president 
in 1901. His treatise was evidently 
based on questions that have been en 
grossing his own mind. : 

Vice-president Gordon Thomson 0 
the West Coast Life also came ¥? 
through the actuarial department. He, 
like many other Scotch insurance 0 
ficials in this country, was an actuary 
at home. He formerly was actuary 
of the African Life. He was later com 
nected with the business in England 
He was an officer of the old San Frat 
cisco Life, which was merged with the 
West Coast Life. He is a well versed 
man. He spoke on “How Life Insurance 
Can Help Aviation.” The question o 
underwriting aviation risks of all kinds 
is an engrossing one for life companies. 
Mr. Thomson contributed much to the 
literature of the business on this ™ 
portant subject. F 

Henry Abels, vice-president of the 
Franklin Life, is a former president 0 
the American Life Convention. He has 
recently given much thought to agen) 
cost accounting. He took it up 4 be 
study in his own company and gave 
some interesting conclusions at the 
meeting of Franklin Life general agen 
This attracted wide attention which - 
the American Life Convention to 4* 
him to elaborate his views for this yea"? 
gathering. Mr. Abels is an earnest an 
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painstaking investigator, so his addrest 
on this theme attracted close attentio” 
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Points 


About Life Insurance Trust 


insurance law was presented by 
Attorney C. H. Voorhees of the 
Connecticut General Life when he spoke 
before the Legal Section on “Soine 
Legal Problems Involved in the Life 
Insurance Trust.” In explaining some 
of the fundamentals involved in a trust 
of life insurance policies, Mr. Voorhees 
said: : 
“Having effected a contract or policy 
with an insurance company, the in- 
sured becomes vested with certain 
rights, and, when he creates a trust of 
those policies, he has parted with a por- 
tion of all of those rights in and to those 
policies. It is always important to de- 
termine which of those rights he has 
parted with and the extent to which they 
have been alienated. 


\ N important and new phase of fife 


Reservations Must Be 
In Trust Instrument 


. 

“If the insured desires to reserve to 
himself the right to change, amend or 
revoke the trust, he must affirmatively 
set reservations in the trust instrument. 
The rights, privileges and immunities 
can be changed thereafter without his 
consent only to the extent set out in the 
trust agreement. It is necessary at the 
same time to bear in mind the rights, 
powers and privileges of the parties to 
insurance contracts. With the policy 
payable to a named beneficiary, the in- 
sured as a rule has certain rights. Cer- 
tain rights, powers and privileges are 
created in the company, the insured and 
the named beneficiary.” 

Mr. Voorhees said an important ques- 
tion to be answered is: “To what ex- 
tent can the company rely solely on its 
own record with the insured and deter- 
mine by papers in its possession con- 
cerning his rights to exercise any privi- 
leges originally granted him under the 
policy? 


Many Cases On 
Subject of Trustee 


“To what extent can the insurance 
company. relying upon the agreement 
between it and the insured, ignore the 
trust agreement between the insured and 
the trust company? Is the company 
under any duty by virtue of the fact that 
the trust company, named as beneficiary, 
is trustee?” 

Cases are prolific, according to Mr. 
Voorhees, on the question of dealing 
with the trustee, but unfortunately there 
are none between the insurance company 
and the trustee beneficiary. He then 
quoted Justice Sanborn in the case of 


Geyser-Marion Gold Mining Co. v. 
Stark, 106 Fed. 558, 45 C. C. A. 467, 
53 L. R, A. 684, 


Trustee Has Title 
But No Beneficial Right 


“The word ‘trustee’ means something. 
It is a warning and declaration to ev ery- 
one who reads it, (1) that the person 
so named is not the owner of the prop- 
erty to which it relates; (2) that he 
holds it for the use and benefit of an- 
other, and (3) that he has no right or 


power to sell or dispose of it without 
the assent of his cestui que trust. It 
denies the equitable ownership and 


beneficial interest of the party to whom 
itis applied and asserts that he holds it 
i a representative capacity. It signifies 
the opposite of the word ‘owner,’ and 
means that while the party called ‘trus- 
tee has the naked legal title, he has no 
eneficial right, title, or interest, in the 
property. 


Position of Insurance 
Company In Agreement 


“Is the insurance company in any 
different position,” asked Mr. Voorhees. 
because it deals with the insured and 
not with the trustee?” The usual case 
which arises is when after the policy 
has been issued to the insured, the lat- 





ter requests a change of beneficiary in 
which he names the trust company but 
reserves the right to change. Then the 
insured later requests a change of 
beneficiary substituting some other per- 
son in place of the trust company. If 
this happens the question is whether 
the insurance company can close its 
eyes to the terms of the trust instru- 
ment and allow the beneficiary to be 
withdrawn. Mr. Voorhees answered 
this in the negative. “Neither the fact 
that in the form in which he originally 
named the trustee, he reserved the right 
to change, nor the fact that the insur- 
ance company is dealing with the grantor 
of the trust, that is, the assured, and not 
with the trustee, relieves the company 
from inquiring into the right of the in- 
sured to remove the policy from the 
trust. The insured’s request to change 
the beneficiary is contrary to the terms 
of the trust already created. The fact 
that he stated to the insurance company 
that he did reserve the right is, in my 
opinion, no defense for the insurance 
company to allow the change of benefi- 
ciary contrary to the terms of the trust 
agreement. 


Letter With Agreement 
Proves Satisfactory 


“T am inclined to believe that, in deal- 
ing with the larger and more reliable 
trust companies, a letter stating that the 
trust agreement does contain specific 
provisions granting the right to revoke. 
amend or modify the trust, or remove 
any policies therefrom, is ample pro- 
tection. Having secured such informa- 
tion, we then use the following form of 
beneficial designation: 

“*To B Company, trustee, under an 
agreement of trust between the insured 
and said trustee dated the......... day 
keisacesiak aac , 19..., or to its success- 
ors in said trust, and payment to said 
trustee and its receipt therefor shall he 
a full discharge of the liability of the 
Connecticut Geheral Life Insurance 
Company hereunder.’ 


Discusses Income 
Settlement Agreements 


“As I see it, the alternative designa- 
tions in such a case are: 1. Simply 
name the B Company as beneficiary; or 
2, Name the B Company, trustee, as 
beneficiary. 3. Designate the B Com- 
pany, trustee, with specific reference to 
the trust instrument.” 

Mr. Voorhees then discussed the legal 
difficulties in connection with the prep- 
aration of the so-called “income settle- 
ment agreements” in which the insur- 
ance company acts as a trustee. He said 
that he believed that the actual prepara- 
tion of these settlement agreements 
should be closely supervised by the lega! 
department. 

The major tests which an income set- 
tlement should satisfy in order to dis- 
charge the company’s full responsibility 
in connection therewith were outlined by 
Mr. Voorhees. 

“1. They should have simplicity and 
clarity. 2. They should be as free from 
technical phrases as possible. 3. They 
should not attempt to extend payments 
over too long a period, even though 
that period be legally possible. 4. They 
should not attempt to include too great 
a number of beneficiaries. 


Must Consider Every 
Possible Contingency 


“5. If they pretend to contain a spend- 
thrift provision, such provision should 
certainly comply with the statutes ap- 
plicable thereto so as to effectively 
create a _ spendthrift fund. 6. They 
should, of course, comply strictly with 
the requirements of the rule against 
perpetuities, better called the rule against 
remoteness. 

“7. Every portion of the fund should 
be followed carefully to some ultimate 
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The commission figures in your 
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may mean but little in 
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sion, but with no cooperation, no 


appreciation of the Agent’s prob- 


lems, may mean a barren rela- 
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A fair commission, good renew- 


als, a full understanding, and the 


placing in your hands of the best 


devices for making your work 


effective 


— these are the things 


that count. 
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beneficiary, usually an estate, to make 
certain that no part of the proceeds is 
left without a beneficiary entitled thereto. 
In other words, every possible con- 
tingency, such as births, deaths, dates, 
etc., and the permutations and combina- 
tions thereof, should be considered to 
make certain that whatever may occur, 
or in whatever order it may occur, there 
is a disposition provided for every por- 
tion of the proceeds.” 


Question of Trustee 
Relationship Considered 


. 

“The question might readily be raised 
in connection with these so-called trust 
settlements,” said Mr. Voorhees, “as 
applied to those companies which ex- 
pressly designate the company as trus- 
tee, as to whether or not there is an ac- 
tual trust created resulting in a trustee- 
cestuis relationship rather than a debtor- 
creditor one. As against the trust, the 
following arguments, among others, 
have been raised: First, there is no defi- 
nite and identifiable trust res where the 
company, as many, if not all do, reserves 
the right to mingle the proceeds of the 
policy with the company’s general as- 
sets. Secondly, agreement to pay in- 
terest on the amount on deposit, thus 
indicating a debtor-creditor relationship. 
And lastly, the rule that an obligator 
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cannot be the trustee of his own obliga- 
tions.” 

Mr. Voorhees then gave the various 
decisions on this question. There have 
been very few cases involving this ques- 
tion so the law on this subject is yet 
to be made. However, he concluded: 

“My rather confident opinion is that 
the courts will either declare a strict 
trust or will not hesitate to overlook the 
usual technical requirements of a trust 
and apply trust principles to the situa- 
tion on hand. Every effort should be 
made by the companies to establish a 
favorable body of law in decision which 
will inevitably arrive in connection with 
these income settlement agreements. 

“The field is comparatively new, but 
fortunately, in this country, we have 
already a distinct departure by our courts 
from the previously established technical 
trust principles. The decisions establish- 
ing this departure are sure to prove 
valuable precedents by means of which 
the purposes of more income settlements 
can be effected.” 





Edwin A. Olson, president Mutual 
Trust Life of Chicago, who served as 
United States district attorney for five 
years until he recently resigned, at- 
tended the meeting. 


Need of Uniform Supervision 


October 12, 1928 


and Regulation of Insurance 


By 


A. S. CALDWELL 


Tennessee Insurance Commissioner 


clude education of the public as to 

the need of insurance, and the bene- 
fits of loss prevention. It should de- 
mand ethical conduct on the part of 
agents, and companies in their relations 
with each other. The officials in charge 
of supervision should be alert to correct 
any apparent unfair methods in the ad- 
justment of claims or the treatment ac- 
corded policyholders. It should dis- 
courage vicious or ignorant legislation, 
which at times is urged upon the legis- 
lature of the several states by selfish 
interests. Definite and adequate quali- 
fications should be required for every 
agent before being licensed. 

It would be impossible to estimate 
adequately the money value of the repu- 
tation that the state’s influence has for 
sound insurance. The failure of any 
company could but be detrimental in a 


[ ‘clude educa supervision should in- 





—“‘offers all 
the tools 


necessary to a 
man’s success” 


FTER having had experience 

for nearly a quarter of a cen- 
tury with the Central Life Assur- 
ance Society (Mutual), Mr. Larson 
states this as his conviction: * 
man cannot make good witly the 
Central Life Assurance Society, he 
cannot make good with any other.” 


‘If a 











A. C. Larson, 
Supervisor, 
Central Life 
Assurance 
Society, 
(Mutual) 
Madison, 
Wisconsin. 





For in his present connection, Mr. 
Larson says, he has had effective 
cooperation, the best of sales serv- 
ice and every opportunity for ad- 
vancement. Or summing it up, “All 
the tools necessary for any man’s 
success.” 


Old Enough 


to be thoroughly established 


Young Enough 


to offer exceptional opportunities 


That briefly tells the reason why a 
connection with the Central Life 
Assurance Society (Mutual) has 
proved advantageous to so many 
men in the life insurance field. We 
still have many exceptional oppor- 
tunities for younger men who are 
willing to pay the price of success 
in hard work. For to such men 
we can afford to give our fullest 
measure of cooperation. 





Central Life Assurance Society 
(Mutual) 


T. C. DENNY 


President 


Des Moines, Iowa 











more or less degree to the interest of 
every other insurance company. 

The public generally, and especially 
the business public, recognizes that the 
insurance business, properly and judi- 
ciously supervised, without prejudice or 
bias, is one of the greatest agencies for 
good that exists, yet without supervision 
it would through the operation of un- 
scrupulous men, now largely kept out 
by supervision, become a distinct men- 
ace. The very nature of the business, 
its importance as a commercial factor, 
its effect on credits, and its relation to 
trust funds, demand of the state such 
supervision as will at all times guaran- 
tee not only solvency, but fair, clean and 
liberal administration by honest and 
capable officials. 


No Other Field in Which 

Competition Is So Keen 

There is perhaps no field of endeavor 
as wide in scope as the business of in- 
surance in which competition is as 
keen. For the advantage that volume 
gives, and for other obvious reasons, 
there is on the part of practically all 
companies in all lines a constant drive 
for business. The nature of the busi- 
ness is such that it can only be ob- 
tained through agents. Under these 
conditions, is it not essential for the 
protection of the public that the agent 
be a man of known integrity? 


States Better Qualified 

to Enact Regulations 

There has been quite a discussion as 
to state or government supervision in 
connection with insurance regulation. 
Personally, | am one who does not be- 
lieve that we should go to Washington 
for every remedy that might arise, be- 
cause | believe the states themselves are 
better qualified to pass upon their owi 
interests and to carry out its require- 
ments far better than the superfluity oi 
boards to be appointed and controlled 
through political appointments, and | 
am further of the opinion that results 
will be much more quickly obtained 
rather than to go through the details 
and “red tape” proceedings that are at- 
tached to government supervision. 

Insurance companies _ operating 
through different states should likewise 
have the benefits of uniform insurance 
laws. Uniformity of insurance laws will 
prove to be of the greatest benefits to 
the people of this country. 

In my annual address to the commis- 
sioners at the convention in 1927, | 
called attention to the excess taxation 
of insurance companies, and while we 
need uniformity in laws and regulation, 
I am still of the opinion we also nee 
equally as well uniformity of taxation. 


Effect of Retaliatory 

Laws on Tax Question 

Some states in order to raise the rev- 
enue increase the premium tax on ii- 
surance companies, and some are of the 
opinion that this does not affect theif 
home companies as in most cases, locé 
companies are exempt from premuum 
tax. Whether true or not it will al 
fect them, and very materially, for undef 
what is known as the “retaliatory laws, 
which laws are in force in practically 
all states—with which I am free to state 
4 am not in accord—companies located 
in states where this increased tax 
imposed will be compelled to pay th’s 
increased tax in practically all the states 
in which they are operating, which ca? 
not help but affect the companies ® 
earnings to that extent. . 

I think, therefore, concerted actio® 
should be taken to bring this forcibly 
to the public and the policyholders ™ 
the different states to prevent similar a 
tion being taken by incoming legislatio™ 
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Method of Training Insurance Agents 


By CLARENCE E. LINZ 
Vice-President Southland Life 


individual company is measured by 

the service it renders. A large per- 
centage of the service rendered to the 
policyholder is through the agent; there- 
fore, it has become the belief of our 
company that we best serve. by 
thoroughly qualifying and training the 
individual agent for his work. We de- 
cided that it would be best for us to 
build up our agencies through men who 
had had no previous life insurance ex- 
perience. Our reason for this was by 
taking such men, we could be sure that 
a large percentage of them were am- 
bitious, open minded and_ energetic 
young men, with at least a high school! 
education as their background. Another 
reason was that we did not have to 
spend time in educating a man on our 
methods, as opposed to the methods he 
had learned and had practiced for some 
considerable time. 


Slow and Expensive 
But Substantially Built 


We have found our course to be rather 
slow and perhaps expensive, but we are 
none the less firm in our belief that by 
building well now we will be able in the 
years ahead to have men represent us 
who are properly trained and qualified. 
We are also unshaken in our theory that 
the cost of our method will, in time, be 
more than justified, although at first 
glance it appears almost prohibitive. 

Our agency system is headed by an 
agency committee, composed of the 
agency director, the agency secretary 
and myself. Working under us in the 
field are supervisors, who are vested 
with the duty of securing production for 
any specific district; also with the ap- 
pointment of agents in that district. It 
is our custom to require these supervis- 
ors to send to the home office, each 


Tisai growth and the success of any 


Saturday, a rather detailed report of 
their activities for the week then ended. 
As various agents are appointed, and 
classified, we attempt to “weed out” 
from information secured from the su- 
pervisors—and from thé actual applica- 
tion of the agent himself—the potential 
possibilities of each newly appointed 
agent. 


Pay Agent’s Railroad and 
Hotel Expenses 


To the new agents whose futures seem 
likely, and who appear to be most prob- 
ably permanent agents, we send an in- 
vitation to come to our home office at 
Dallas. The company pays the railroad 
fares and hotel bills of such agents, but 
we pay no other expenses. 

We have in our building a class room 
equipped with students’ chairs, black- 
boards and charts. The classes begin 
promptly at 9:30 a. m., continuing until 
noon, and are resumed again at 2 p. m., 
continuing until 4 p. m., Monday to 
Friday inclusive, and on Saturday until 
noon, the school closing with a written 
examination on the subjects covered. 


Show the Functions of 
Life Insurance Business 


The first day of the school is spent in 
painting a picture of the institution of 
life insurance; discussing life insurance 
as a vocation and as an opportunity for 
service and profit. We tell them very 
plainly that if they find they cannot be- 
lieve in life insurance, and see life in- 
surance, not only as a vocation, but as a 
public service, that they will save time 
by not completing their contracts. 

The second day is spent in discussing 


legal reserve life insurance and the dif- 
ference between that and fraternal or 
assessment insurance, for the sole pur- 
pose of enlightening them in order that 
they may be able to meet the arguments 
of the advocates of these classes of in- 
surance. The next two days are spent 
on the applications, the company man- 
ual, policy forms and rate book. 


Questionnaire on Fundamentals 
Must Be Answered 


We give out on Wednesday afternoon 
a questionnaire containing 165 questions 
—on the fundamentals of life insurance 
—and these questionnaires must be an- 
swered and returned to the educational 
department Saturday morning. 

Thursday, Friday and Saturday morn- 
ing are taken up with talks by the vari- 
ous officials of the company, including 
the medical director, who talks on the 
“Selection of Risks”; the actuary, who 
talks on certain actuarial aspects of life 
insurance; the director of public rela- 
tions, who tells of the way in which his 
work affects agents; the agency mana- 
ger, who places before agents several 
concrete sales ideas, and, finally, a talk 
which I give on “Sincerity of Purpose.” 

There are times when we do not hold 
the school in the home office, but in- 
stead send the educational director to a 
central point, where the agents of a 
given district gather. This, however, is 
the exception. You understand, of 
course, that in some instances we hold 
what we call a “post graduate” course, 
and many of the agents who attend 
these classes are men who have been 
in the life insurance business for years, 
and in many instances with us. They 


come in to get a fresh supply of. en- 
thusiasm and interest, and also to, get 
the newer thoughts and plans of sales- 
manship. We have been very success- 
ful in this part of the work, but the 
main purpose of our educational work 
is to train men to whom the business 
is entirely new. 


Agents Get Up 
List of Prospects 


During the past year we have devel- 
oped what we believe to be one of the 
most practical aspects of this work, It 
has been our belief for a long time that 
we were doing agents an injustice when 
we gave them a week’s training, then 
sent them out to tell their stories to a 
world that is never too anxious to listen. 

On the first morning of our school 
a sheet of paper—ruled so that there are 
places for 51 names and addresses—is 
given to each man and woman attending 
the school. On the first day those at- 
tending the school are required to fill 
in these spaces with the names,. ad- 
dresses and ages of 51 people of ‘their 
community. On the second day they 
are required to answer the questions as 
to whether or not these prospects are 
married, and how many children they 
have. On the third day they answer 
the questions as to whether the pfos- 
pects are owners of their homes or ten- 
ants. On the fourth day they are re- 
quired to state the form of policy they 
believe best fits the needs of the pros- 
pect. On the fifth day they are required 
to return these lists to the agency de- 
partment, signing with it a pledge to 
make three calls each day for 17 days 
from the list submitted, and to report 
each day to the agency department as 
to what the resuts of the interviews 
have been. Our reason for the plan is 
that we believe the first 17 days of a 





Year 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 


its steady growth. 
116.44 in 1927. 
There’s always a reason. 


W. T. Grant, President 





the important position the BUSINESS MEN’S 
surance companies of the country: 


Large For Its Age 








New Business 


$ 2,591,000.00 


You frequently hear people say that a child is large for its age—meaning that it is developed above the 
average child of its age. 

The same expression might be used in speaking of the BUSINESS MEN’S 
Having passed the $60,000,000.00 mark in Life Insurance in Force after eight years in the Life insurance field, 
it stands out conspicuously as the largest of all companies of like age. 

The following figures forcefully picture the unparalleled progress of the past eight years, and indicate 
ASSURANCE is destined to occupy among the great life In- 


ASSURANCE COMPANY. 


Business in Force 


$ 2,007,500.00 


To September 5, 1928' 
In addition to the unprecedented growth of our life insurance, the Accident and Health business has continued 
The Accident and Health premium income increased from $1,398,689.10 in 1920 to $3,965,- 


2,699,500.00 
3,679,830.00 
5,195,094.00 
12,441,838.00 
19,380,249.00 
22,091 ,677.00 
29,310,296.00 
23,507,372.00 


The reason for this remarkable development is attributed to the demand for 
plete” protection, as provided by our now famous “All-Ways” ‘policy, combining Life, Accident and Health 
protection under one complete contract. 


BUSINESS MEN’S ASSURANCE COMPANY 


“It pays all ways and it pays always.” 


3,568,175.00 
5,358,655.00 
7 694,860.00 
15,812,500.00 
26,120,990.00 
35,268,110.00 
48,454,330.00 
60,000,000.00 


“com- 


Kansas City, Missouri 
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new life insurance man’s experience is 
often the making or the breaking of an 
agent. Furthermore, we have given him 
some definite program to work on when 
he gets home, and our experience is that 
all new agents need this help. 


Public Relations Department 
Sends Letters to Prospects 


As soon as the list is turned in the 
public relations department sends out a 
letter to every man on the list, telling 
him that Mr. “Blank” has been ap- 


. 





CLARENCE E. LINZ 
Vice-President Southland Life 


pointed as our agent in his city, and 
that within the next few days Mr. 
“Blank” will call on him with a message 
concerning his individual welfare. 

The public relations department also 
sends out stories for the news columns 
of the newspapers where agents who are 
attending the school live. This story 


reads that Mr. “Blank” of that city is 
attending the Southland Life school for 
underwriters in Dallas. 


Advertising Raises Prestige 
of Insurance Agent 


During the past year in our extensive 
program of advertising in metropolitan 
newspapers in territories in which we 
operate, we have used a series of im- 
pressive advertisements, comparing our 
representatives to the lawyer, doctor, 
preacher, banker and school teacher. It 
is our object, with these advertisements, 
to train the public to look upon our 
representatives in their communities as 
their “life insurance counselors” and as 
“professional men.” Not the least part 
of this advertising is our intention to 
deeply impress our agents with the 
seriousness and the high plane of their 
work, and to have them known in their 
respective communities as specialists in 
the life insurance business. 

We told you frankly at the start that 
there is no denying but that our plan 
is somewhat expensive. Nevertheless, 
you can draw your own conclusions 
from the following statistics: From 
Jan. 1 to Sept. 1, 1928, we conducted 14 
schools, with a total attendance of 146, 


at an average cost of $22 per pupil. 
Only 11 of this number have proven 
failures. 


Educated Agents Produce 
Quarter of New Business 


Out of our entire agency force the 
number of agents who have had the ad- 
vantage of the Southland Life school 
is 175, and these agents have produced 
between $5,500,000 and $6,000,000 worth 
of business up to Sept. 10 of this year. 
A little less than 5 percent of the agents 
included in this report were old agents 
of the company. 

We estimate that approximately 25 
percent of our business has been written 
by agents who attended our school dur- 
ing the three years of its existence. Sev- 
eral young men we have taken directly 
out of college and placed in this schoo! 


have been producing from $250,000 to 
$500,000 each year since attending this 
school. 

After the agent has left the home 
office he is soon visited by one of our 
field men—men who have been selected 
not only because of their ability to or- 
ganize and appoint agents, but who have 
also proven themselves successful pro- 
ducers. These men visit our agents, 
assist them in closing business and in- 
variably are able to detect some weak- 
ness in the agent’s selling arguments. 
They help him overcome these weak 
points and go a long way toward estab- 
lishing the agemnt’s confidence in him- 
self. 

I believe that if all of us would con- 
tinue to give more time and attention 
to the training of the agent, no matter 
what our particular plan or method, that 
our efforts will be productive of splendid 
results, not only from the standpoint of 
service and profit, but to the institution 
of life insurance itself. 


Memorial Service 


for T. W. Blackburn 


At the close of the afternoon session 
Thursday a memorial service was held 
in tribute to Thomas W. Blackburn, 
late secretary and general counsel. 
President O. J. Arnold presented J. B. 
Reynolds, president Kansas City Life, 
as the dean of the organization. Mr. 
Reynolds and Mr. Blackburn were at 
the conference in the Great Northern 
Hotel, Chicago, Dec. 5, 1905, which led 
to the organization of the American Life 


Convention. He was chosen temporary 
and later permanent secretary. Mr. 
Reynolds has attended every annual 


meeting and worked intimately with Mr. 
blackburn in advancing the cause of the 
crganization. 

E. W. Randall, president of the Min- 
nesota Mutual, who like Mr. Reynolds 
was formerly president of the American 
Life Convention and was a close per- 


sonal friend of Mr. Blackburn, also paid 
tribute. to the lovable man. 

Isaac Miller Hamilton, president of 
the Federal Life, and also a former con- 
vention’ president, was called on to 
speak appreciation of Mr. Blackburn's 
life and work. Mr. Hamilton was one 
of the pioneer members of the organi- 
zation and was thus brought in close 
association with Mr. Blackburn. 

W Grant, president Business 
Men’s Assurance, chairman of the com- 
mittee on resolutions, presented the 





JAMES LEE LOOMIS 
President Connecticut Mutual 


Life 


official statement concerning Mr. Black- 
burn which was another memoir. Mrs. 
Blackburn was present during the me- 
morial exercises. 


Assistant Secretary of Commerce Mc- 
Cracken flew from Rochester, N. Y., to 
Chicago, where he made a talk Wednes- 
day. He went by rail to St. Louis and 
from the latter city went by airplane to 
Dayton, O. 





























Insurance Program 


IN ITSELF IS THE 


| SPECIALLY DEVISED POLICY 


of the 


COMMONWEALTH L 


INSURANCE COMPANY 


LOUISVILLE, 
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A Policy Form That Fits the Sales 
Program is a Big Factor in 
Successful Underwriting 


ADDRESS: I. SMITH HOMANS, Vice President 
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= Sao — ——< St. Louis Mutual, were on deck at all never allows any attraction to keep him 
|| times, from the various sessions. 


| FLEETING NOTES ABOUT PERSONS | ss ns 


Why do outside welcoming men in Tom Poynor, vice-president of the 


| AND EVENTS OF THE CONVENTION extending' a greeting to life insurance Southern Union Life of Ft. Worth, is 
| 





people invariably try to be facetious by one of the popular men of his state. His 





= } saying that for once they can talk to picturesque expressions and variegated 





——— 
Secretary Claris Adams had a mem- 
ber assigned as special host to’ every 
speaker guest and official representa- 
tives from other organizations. Thus 
guests were assured of attention during 
their entire sojourn. 
* x x 
Miss Garnett Smith, Claris Adams’ per- 
sonal secretary, was assigned the task 
of assisting the newspaper men in trans- 
cribing their stories. Miss Smith is a 
beautiful and attractive young woman 
who rendered very efficient service to 
the scribes. She is decidedly popular. 
x * * 


Oo. J. Arnold, president of the North- 
western National Life and president of 
the American Life Convention, was con- 
fined to his bed with influenza until Sat- 
urday of last week for two weeks. He 
did not have the time to whip his ad- 
dress in shape until he reached St. 
Louis. He was rather wobbly during 
the meeting and kept closely to his 
room. 

= 2 

The four celebrated horsemen of the 
insurance commissioners in the west 
were present the early part of the week 
—C. C. Wysong of Indiana, Ray Yenter 
of Iowa, Jess G. Read of Oklahoma and 
Maj. W. R. Baker of Kansas. 

xk * * 

The two illustrious crimson necktie 
men, Dr. H. E. Sharrer of the Northern 
States Life and A. C. Savage of the 
Royal Union Life, were in attendance 
with brand new cravats of a vivid red 
color, Frank W. McAllister, of Kansas 
City, chairman of the Legal Section, 
blossomed out with an attractive tie of 
ruddy hue. 

ok ok ok 

The St. Louis companies tendered a 
luncheon to members of the Legal Sec- 
tion Monday noon. Attorney Pugene H. 
Angert of St. Louis gave a humorous 
talk 

*x* * * 

A. B. Banks of Little Rock, owner of 
many banks, president of the Home Life, 
Home Fire and Home Accident, and in- 
terested in many other enterprises, at- 
tended the meeting. Mr. Banks held 
forth at Fordyce, Ark., for a number of 
years, 

oe ow 

Clifford Ireland of Peoria, Ill., former 
director of trade and commerce of his 
State, was a visitor. 

* ok * 

It was nearing 5:30 p. m. and the 
Legal Section had two papers more for 
the afternoon session the first day on 
tort. Allen May, general attorney for 
the Missouri State Life, possessing a 
most pleasing and dynamic personality, 
took about seven minutes to summarize 
the points in his address. He hit the 
high spots. So deftly did he do this 
that when he begged leave to print, the 
audience felt he had given a most re- 
markable paper. It was 6:20 o'clock 
when the meeting closed as the next 
Speaker failed to summarize. 

* * * 

Mrs. Graham Dowdell, wife of the 
president of the Alamo Life of San An- 
tonio, has been visiting in the east for 
three months. Mr. Dowdell went to St. 
Louis to meet her. Mrs. Dowdell is one 
of the most popular women in her city. 

* * x* 
. pecretary Adams in his report stated 
‘he organization had lost five companies 
during the year by merger—Cotton 
States Life, International Life, Two Re- 
publics Life, Western Reserve Life and 
Intermountain Life. The Southwestern 
Life, Interstate Life & Accident and 
United Benefit Life have been added to 
the rolls, 

* * * 

The record was broken for number 
registered the first day. Mrs. L. F. 
Beymer, assistant secretary of the con- 
vention, in charge of the desk, reported 
180 registered Monday. 
; * * x 
mF. Safford, Ohio insurance super- 

ter it, arrived Wednesday for the 
meeting, 


* * x 
een * Madden, vice-president Met- 
the Unit Life, and former manager of 
merce ir a ‘ States Chamber of Com- 
St Par aaron department, stopped at 
- & S en route home from Hot 





the latter who usually speak for them- language make him the center of many 
selves and have a monopoly on the con- groups 
versation? x* * * 
a a Edwin Starkey, vice-president of the 
J. R. Kruse, president of the California Mid-Continent Life, was able to attend 
State Life, one of the leading Pacific the meeting as Mrs. Starkey has suffi- 
Coast executives, has had a busy season Ciently recovered from her serious auto- 


Springs, Ark., where he attended the 
midyear meeting of the officers, direc- 
tors and national councillors of the 
UL. S. Chamber. 
*x* * * 
Lee J. Wolfe, New York City actuary, 
has made the rounds of the conventions. 


He was at the insurance commissioners’ following the taking over of the Inter- mobile accident, sustained in Denver 
meeting at Rapid City, S. Dak. Then mountain Life of Salt Lake. Mr. Kruse three months ago, to be out of danger. 
he skipped over to. White Sulphur W@5 at St. Louis and stated every Inter- . 8 * 

Springs, W. Va., to be at the casualty Mountain Life agent had been saved for James A. McLain, agency superintend- 
- - ‘oe 7 . @. the California State ent of the Guardian Life, was a new 
rE ori ° e went to St. 7 : ~ 

gathering From there h - x * * man at American Life Convention gath- 


Louis for the American Life Convention : : 

activities. Charles G. Taylor, assistant manager ering. 
¢¢ © of the Life Presidents Association, : * * he 

former president of the American Life The dinner-dance Wednesday evening 

George T. Wight, manager of the AS- Convention, debonair and popular, was Was the major social event of the week. 

sociation of Life Insurance Presidents, 4yn hand with a new stock of Negro It was a brilliant affair with the women 

always welcome to the American Life stories which he relates to the delecta- exquisitely gowned and the men for the 


Convention, arrived on the scene 100 tion of his hearers. most part being in evening attire. Pro- 
percent bronzed from outdoor life. x * * tessional entertainment was given. 
* * * Cc. C. Klocksin of the law department —————————— 
St. Louis company officials were par- of the Northwestern Mutual Life, as- : : 
ticularly active in looking after the wel- sistant to Henry F. Tyrrell, is making Badge Device Continued 
fare of visitors. President Hillsman the convention rounds. At the Dallas convention last year 
Taylor and Vice-President J. J. Moriar- . 8 2 Secretary Claris Adams inaugurated a 
ity » Missouri State Life, President Louis St. J. Th as, itor of the ; J ‘ + : 
ity of the - : oe omas, auditor of the badge that is worth while. In a metal 


J. A. MeVoy and Vice-President George Shenandoah Life of Roanoke, Va., never = . : 
Graham of the Central States, President fails to attend the meeting. He is one ‘Tame is a white space large enough to 
O. L. Holland and General Counsel J. C. of the most faithful and earnest attend- allow a man’s last name to be printed 
Jones of the American National, and ants at all sessions. G. L. Lutterloh, in letters a half inch high. This en- 
General Manager Julian Harvey of the secretary of the Peoples Life of Chicago, ables one to see a name ten feet or more 
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Policies 
for the 


Entire Family! 


The Royal Union offers policy 
contracts at every age from one 
day old to age 60. 





Our Juvenile policies, written on 
children as young as one day old, 
go into full benefit automatically 
at age five without re-examina- 
tion—a big winner 





We write women on equal basis 
with men. 


We feature a special low-rate 
policy to business and profes- 
sional men. 








Royal Union Life Building 
Cor. Seventh and Grand Ave., 
Des Moines, Iowa 
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away and eliminates the necessity of 
optical gymnastics when one is en- 
deavoring to read a name and does not 
want the other fellow to know he is not 
recognized. 


Hill Entertains Scribes 


Walter C. Hill of Atlanta, Ga., vice- 
president of the Retail Credit Co., gave 
a dinner Thursday evening to the men 
connected with the insurance papers and 
a few special guests, Clarence Axman 
of the “Eastern Underwriter” gave some 
reminiscences of his trip to Russia last 
vear. It so happened that Mr. Hill a 
few years ago was in southern Russia 
and gave some interesting impressions 
on that country. 


Central States as Host 


The Central States Life entertained at 
its new home office building on Lindell 
Poulevard following the afternoon ses- 
sion Thursday. President: James A. 
McVoy and _ Vice-President George 
Graham acted as hosts. This building is 
unique and has a style of architecture 
peculiarly its own. It was formerly the 
home of the St. Louis Club, but was 
remodeled by the Central States Life 
for its home office. 


Common Sense Essential Factor 


~ 


~ In Selling of Life Insurance 


By HAROLD P. TROSPER 


Vice-President, American Life of Detroit 


asked, and is asked me every day: 

Are there any set rules in selling, or 
effecting a sale? I will answer this in 
the affirmative. But, about 80 percent 
of all selling is just old-fashioned, com- 
mon, every-day horse sense. 

I always proceed on the theory that 
no man’s judgment is any better than 
his information. If he knew as much as 
I do about life insurance, its needs, what 
it will do for him, and so forth, he would 
come to me and ask to buy, but he does 
not. I must tell him, and today, even 
though the life insurance business has 
increased by leaps and bounds, the aver- 
age man’s mind is a blank as concerns a 
life insurance plan or program. He con- 
siders life insurance as a very abstract 
thing, an inanimate thing. Therefore, it 
is my job to make it as concrete as pos- 
sible and make him as proud of owning 
it as he would be of owning $100,000 


Tw question is continually being 


worth of government bonds or a busi- 
ness block on Main Street. 


Prospect Must Feel 

Sincerity of Purpose 

Just talking to a prospect about life 
insurance will not make the sale. I don’t 
care how brilliant the man is or how 
many smart ideas he has. His thought 
must describe a complete circuit. I mean 
by that that the thought must generate 
in his mind, circulate down through his 
breast some place and then come up and 
out of his mouth. He must put that 
something into it that rings true; that 
something that makes his prospect feel 
a sincerity of purpose; that something 
that radiates .confidence. 

Now, as to the certain set rules and 
steps in the selling process I spoke of in 
the beginning, I will call them the 
ABC’s of selling. First, “A” is the ap- 
proach. We all know that the prospect 
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come as a result of the fine work of its agents. 
its agents is, in turn, only the result of the fine understanding and cooperation 
between the home office and the men in the field. 
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The Basement is Not the Foundation 


The foundations in building are the principles upon which the institution is erected—brick and mortar 


cannot uphold an organization 


Realizing this, the Mid-Continent Life Insurance Company has won the faith and 
trust of agents throughout the states of Oklahoma, Arkansas, Texas and Louisiana 
and through its fair dealings with these men has erected an institution that can- 
Its rapid rise to a prominent position in the southwest insurance field has 
The remarkable performance of 


When in Oklahoma City you are cordially 
invited to visit our new home office. 


MID-CONTINENT LIFE 
INSURANCE COMPANY 


OKLAHOMA, CITY 








must be met and that the approach made 
in a, dignified way counts so much.. It 
is the stumbling block of so many sales- 
men. He approaches his prospect too 
often in that excuse-me-for-living atti- 
tude, that “please” attitude. 


Interest Must Be 
Aroused by Salesman 


“B” we will call interest. Interest 
must be aroused. The most successful 
method I have found in arousing inter- 
est is the interrogatory method. For 
instance, in estates work, of which I am 
doing a great deal now, I would start 
with a question something like this: 
How many years of your life have you 
spent in accumulating an estate and how 
many hours have you spent toward 
building a solid foundation under it so 
that it will not crumble? 

“C” is concentration. This is all-im- 
portant, because if you do not get a man 
to concentrate wholly upon the subject 
you are discussing, your cause is lost. 
You say, “How will I get him to con- 
centrate?” I am there to tell him the 
most absorbing story he has ever heard, 
a story that concerns him and these he 
loves. Therefore, I know I can make 
him concentrate and listen to this story. 


Desire Brought About ' 
by Interest and Concentration 


“D” is desire. This is brought about 
naturally by interest and concentration. 
You create a desire in him to do one 
of the greatest things that he will ever 
be able to do. 

With these four steps accomplished, 
the last but all-important thing is “E,” 
a decision, and right there is where a 
salesman usually stubs his toe. He does 
not follow up his story and give his 
client or prospect an opportunity to 
buy. In other words, he seems lost and 
doesn’t know how to help his client buy 
or reach a decision. If he would only 
say something like this at the conclu- 
sion of his story: “Mr. Barrett, I am 
confident that you want to take advan- 
tage of this program as I have outlined 
it and all you need to do to take advan- 
tage of it is to put your name here.” 
Then, if there is a hesitancy, be loaded 
with a strong reserve and come back 
stronger than ever, giving him another 
opportunity to buy. If that is ineffective 
brace yourself, get up more steam, 
knowing in your heart that you are do- 
ing a much greater thing for him than 
he is doing for you. That thought 
should give you additional, unlimited 
courage to come back stronger than 
ever and give him the third and last 
opportunity to buy. 

Above all, any salesman who wishes 
to make a success of his work, even 
though he may have great knowledge of 
his business, a wonderful vocabulary, 
and magnificent powers of description. 
must put his heart, his life and his all 
into that sale. 


Legislative Report 
Given by Kastner 


Ralph H. Kastner, attorney for the 
American Life Convention, one of the 
able men of the head office staff, filed 
a very exhaustive report reviewing the 
legislative activities of the organization 
during the year. Mr. Kastner was con- 
nected with the convention when its 
office was in Omaha. He had his early 
training under the late T. W. Black- 
burn. 


Vice-President J. Fairlie of the Abra- 
ham Lincoln Life, picked up two return 
railroad tickets on the Algonquin Club 
golf course. By a bit of Sherlock 
Holmes deduction he decided the tick- 
ets belonged to Dr. H. E. Sharrer of the 
Northern States Life, which proved 10 
be the fact when he later found Dr. 
Sharrer in the club house. 

There were 13 companies from Texas 
represented at the meeting, which con 
stituted one of the largest delegations 
from any state. 
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Agency Cost Avéounting for Company 


By HENRY ABELS 
Vice-President Franklin Life ° 


UR business is founded on scien- 
O ie principles. Every company 

periodically tests the soundness of 
its assumptions regarding mortality, in- 
terest rates and expenses. Careful se- 
lection of risks and investments keeps 
mortality and interest rates reasonably 
constant, and to these items we apply 


the most diligent and exacting care, 
Expenses 


in the field remain as the 





HENRY ABELS 
Vice-President Franklin Life 


variable element most subject to con- 
trol, and we may assume that while 
some of this expense may be legiti- 


mately viewed as incurred on future new 
business, most of it is chargeable against 








the business we are getting today and 
must be recouped from profits on busi- 
ness now in force. 

The purpose of these field expenses, 
expense allowances, bonuses, conven- 
tion trips and the like, is obviously to 
acquire business, partly by developing 
agencies, and partly by supporting agen- 
cies financially, Even though we work 
out our plans carefully in advance for 
making these expenditures, it seems to 
me that we have never thoroughly in- 
vestigated the results obtained by such 
expenditures. 


Acquisition Costs Figured 
By Nearly All Companies 


It is true that the relation of acquisi- 
tion costs to first year premiums, first 
year margins, volume of new business, 
etc., is computed by practically all com- 
panies, but the opinion seems to have 
prevailed that if the rate of commission 
paid to each of a dozen general agen- 
cies is the same, and that if other ex- 
penses of the agencies are approxi- 
mately the same per thousand of insur- 
ance, the business produced by each 
of those agencies will have about the 
same financial value to the company. 

If we proceed on the theory we are 
only deceiving ourselves, because an ac- 
counting of these initial expenditures is 
really only the beginning of the prob- 
lem, as many other elements must be 
taken into consideration. Present con- 
ditions have existed not only long 
enough for us to know that our busi- 
ness as a whole does support the acqui+ 
sition expense, but also long enough so 
that we ought to know whether or not 
it pays in the case of any given agency, 





at the end of each successive year with 
that of the preceding year, thus obtain- 
ing what we believe to be a sound index 
of the financial worth of the business 
under investigation. 

We also calculate for the end of each 
successive year the surplus or deficit per 
1,000 of business remaining in force at 
that time, and by means of the figures 
obtained we are enabled to compare the 































whether a given agency ultimately pro- 
duces a profit or a loss. 


Apply Company Principles 

to Agency Finances 

A study of the life insurance business 
discloses scientific accuracy in every de- 
tail except in the analysis of results ob- 
tained by expenditures in the field. In 
approaching such an. analysis the Frank- 
lin adopted this theorem: 

The business from John Doe’s agency 
may be profitable, it may barely pay its 
way, or it may be decidedly unprofitable, 
depending on the cost of acquiring and 
handling Doe’s business and on the 
quality of that same business. The 
Franklin attempted to determine the ac- 
quisition costs and quality of John 
Doe’s business by applying the princi- 
ples of accounting as exemplified in the 
convention annual statement blank. If 
these principles of accounting reflect the 
financial condition of a life insurance 
company as a whole, we believe they 
could likewise reflect the financial value 
of any given agency in any given year 
of issue. An analysis made in this man- 
ner, if it is to show the time required 
to recover acquisition outlay and show 
the financial worth of an agency’s busi- 
ness, must naturally take each year of 
issue separately. 





Calculate Surplus or 


Deficit on Business H. P. 
Vice-President 


TROSPER 
American Life, 


Detroit 

Our investigation, then, deals with the 
business of any given agency produced 
in a given calendar year. Briefly, we 
prepare a revenue account of this busi- 
ness, following it through from year to 
year and comparing the surplus or deficit 


financial worth of one agency with that 
of any other agency. 

Under ordinary circumstances these 
calculations would require a prohibitive 
amount of time and labor, but our home 
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al Agents. 
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WE extend our 
hearty greetings 
to guests and 
members of the 
American Life 
Convention 
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office uses the Hollerith punch cards in 
its general accounting and_ statistical 
work, and the calculations involving in 
making individual agency analysis are 
so largely a by-product of the account- 
ing work required in any case, that the 
extra time and labor have been reduced 
toa practical and satisfactory minimum. 

An investigation or analysis of the 
kind I am discussing will, when com- 
pleted, show considerable variation in 
results between the several agencies 
whose business is the subject of investi- 
gation, not only because of obvious dif- 
ferences in expense allowances, but 
also because .of other factors which, 
while not so apparent, are nevertheless 
important. 


Expense Element Affected 
by Size of Policy 


As we have distributed much of the 
general home office expense according to 
number of policies issued and in force, 
it is clear that the larger the average 
policy in any given agency’s business 
the lower this expense ;ate per $1,000 
will be. In short, all other things being 
equal, the business of one agency will 
excel in value the business of another 
agency if the average policy for the first 
agency is higher than the average 
policy for the second agency because 
the expense element is lower in the first 
case than in the second. 

Again, since one-half of the first year 
general expenses are assessed according 
to number of policies issued, which in- 
cludes policies subsequently cancelled 
as “not taken,” and since the cancella- 
tion fee for “not taken” policies is con- 
siderably less than the cost of issuing 
the policy, a high percentage of “not 
taken” policies in any agency naturally 
increases the cost of that agency’s busi- 
ness. 


Rate of Persistency 
Very Important Factor 


Where the volume of business under 
review is rather small the plan of dis- 
tribution of the business may materially 
affect the results because some plans 
are more profitable, at least in the early 
years, than others. This fact, there- 
fore, must not be lost sight of. 

A factor of considerable significance, 
especially with reference to surplus per 
thousand of insurance, is the rate of 
persistency. As the deficit existing at 
any time in the history of the business 
must be recovered from the profits of 
the business that remains in force, it 
follows that the lower the persistency 
rate, the larger the deficit per thousand 
of renewing business, and the smaller 
the hope that the business will ever be- 
come profitable. 

A simple example will illustrate this 
point. Agencies A and B each produce 
one million of new business in a given 
year, and at the end of the first year 
there is a deficit of $10 per 1,000. 

We will assume that Agency A re- 
news 100 percent of its million of busi- 
ness, so that after the second premiums 
have been paid the deficit is still $10 
per 1,000. 


Poor Renewal Record 
Increase Deficit Average 


Agency B has only a 50 percent re- 
newal rate and this renewing 50 percent 
must carry not only its own deficit of 
$10 per 1,000, but must also absorb the 
$10 per 1,000 deficit of the 50 percent 
which did not renew, less the amount of 
reserves released on the insurance ter- 
minated. In other words, the deficit of 
the 50 percent renewing is increased to 
a figure ranging between $15 and $20 
per 1,000. 

These illustrations are somewhat ex- 
treme, but, nevertheless, they furnish 
convincing additional proof that the bus- 
iness that stays is the only business that 
pays. 

Results Show Difference 

In Cost Per Thousand 

We have analyzed all of our business 
by general agencies for each year of 
production, beginning with the year 
1922, From the 1922 production I have 
selected the business of five general 
agencies (all comparatively small ones) 
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showing the results on Dec. 31, 1923- 
1927. 
The business of agency “A” shows a 


profit of $3 per $1,000 of insurance; 
agency “B” shows a deficit. of $3 per 
$1,000; agency “C” shows a deficit of 
$4 per $1,000: agency “D” shows a de- 
ficit of $6 per $1,000, and agency “E” 
shows a deficit of $17 per $1,000. 

It will be seen from the foregoing 
that the results obtained by our work, 
showing individual agency surplus or 
deficit, and the changes in surplus or 
deficit from year to year are the product 
of several different factors. Our effort 
is an attempt to answer the question, 
applied to any ‘given agency, “Is its 
business profitable, or would we be bet- 
ter off without it?” 


ay ~ Agency Effort 
Dollars and Cents 


" suppose that the outstanding char- 
acteristic of the life insurance business 
today is the attempt to improve sales 
effort. The training and direction of 
agents and, above all, the elimination 
of worthless and second-rate material 
from the ranks of fieldmen, is of prime 
concern. It seems to me that the test 
of the value and success of all agency 
effort must be measured in dollars and 
cents, and that we should interest our- 
selves more in analyzing the business 
produced to learn what financial results 
we are getting. 

Before undertaking our task of in- 
vestigation we looked about in vain for 
cxamples of other companies which we 
might follow. This paper is presented 
with the hope that it will stimulate suf- 
Nneient interest among other companies 
to lead them along the same or similar 
lines of investigation so that we may 
compare results, exchange views, and, in 
the end, arrive at a much improved so- 
lution of the problem, so that we might, 
in the words of Ruskin—“substitute 
facts for appearances and demonstra- 
tions for impressions.” 


Mrs. Beymer in Charge 
of Registration Desk 


Mrs. L. F. Beymer, assistant secre- 
tary of the American Life Convention, 
who supervises many of its office de- 
tails, had charge of the registration and 
information desk, a very important po- 
sition. Mrs. Beymer displays rare tact 
and splendid judgment in dispatching 
the duties assigned her at the annual 
meetings. There are a multitude of de- 
mands made and questions asked but 
Mrs. Beymer was equal to all emergen- 
cies. 


Drenched Golfers 
Played Water Polo 


St. Louis was treated to a thunder 
and lightning storm Monday morning. 
The elements were in wild confusion. 
J. Pluvius ruled the skies. In spite of 
the darkness the golfers of the A. L. C. 
Golf Club in power boats got to the 
Algonquin Club where the tournament 
was scheduled. The deluge did not 
dampen the ardor of the players. They 
became water poloists. They hunted 
balls in temporary water holes and 
streams. Then the sun came out and 
before the 14th hole was reached, they 
were dry. The afternoon furnished 
clear skies and Tuesday was a perfect 
golf day. 


Henry Abels, vice-president of the 
Franklin Life, “father” of the America 
Life Convention annual golf tourna 
ment, was eliminated from the play this 
year in a preliminary session with his 
physician, but announced that he would 
be an entrant next year. 


Terence F. Cunneen, insurance mat- 
ager of the United States Chamber 0! 
Commerce, who was at Hot Springs, 
Ark., attending the midyear meeting 0! 
the Chamber, stopped off at St. Louis 
to greet American Life Convention 
people. 
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President 


O MATTER in which direction 
N our political sympathies may lie, 

there was for all of us an inspira- 
tion in the challenging appeal which 
both of our party leaders made to 
American business management, in 
their nomination acceptance speeches. 
Speaking in behalf of the great indus- 
try of life insurance, I firmly believe 
we can meet the challenge frankly and 
openly, face to face, with a deep and 
honest conviction that life insurance 
cherishes and maintains the highest hu- 
man ideals, and that it is conducted 
with a deep sense of responsibility, with 
efficiency and with conscientious integ- 
rity. 
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International Life Mess 
Was Unusual Thing 


Nor do I overlook the recent unfor- 
tunate breach of the sacred trusteeship 
of life insurance funds which shocked 
the insurance world and brought shame 
to the great business interests of this 
fair city. That such an occurence is pos- 
sible is only an example of the falli- 
bility of all human aspirations and en- 
deavors. The fact that can hearten us 
even in the face of such a disgraceful 
revelation is the great rarity of such an 
occurrence, that it met the prompt con- 
demnation of the entire insurance press 
and of company and agency personnel, 
that it was immediately remedied by 
the liberal action of another insurance 
company, and that it in no way indi- 
cated any weakness or unsoundness in 
basic life insurance principles. 


Those Primarily Guilty 
Should be Punished 


There remains the task of the courts 
in fixing the responsibility for what has 
happened. While prosecutions are 
pending it would be improper for us to 
express any opinion as to the guilt of 
those who are under accusation. It is 
certain however that there were serious 
derelictions of duty. These must be 
punished. Failure to punish adequately 
would react injuriously upon life in- 
surance as a whole. 


Relationship of Business 
to Government Seen 


A very interesting and illuminating 
modern relationship of government and 
business is today being enacted in Gov- 
ernor Smith’s state under the guidance 
of his able lieutenant, James A. Beha. 
There a far-reaching and somewhat 
drastic reform of the expense limita- 
tion law is in process of being worked 
out, not by business forcing the hands 
of government, or government coercing 
business, but by a happy cooperation of 
the two—a group of actuaries and of- 
ficials working out the details of the re- 
form under the suggestion and encour- 
agement of the insurance commissioner. 
This cooperative effort represents the 
ideal development of democracy. Can 
we doubt that the result will be more 
prompt, more effective, and more in con- 
sonance with the public welfare than if 
there were antagonisms, recriminations, 
and warfare between the two agencies 
which are or should both be public serv- 
ants? Here is a refreshing example of 
Statesmanship, not demagogy, on the 
Part of a state official. 


New York Method is 
to be Commended 


While I cannot agree that. the regu- 
lation of acquisition costs or other 
management expenses is a proper func- 
tion of government or that it has a 
wholesome influence on the business, 
nevertheless since such regulation is a 
part of the policy of New York it is 
eminently proper that intelligent con- 
sideration be given proposals intended 
to make the law conform to develop- 
ments of the past few years. Whether 
or not the final outcome of the study 
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By O. J. ARNOLD 


will result in any change in the present 
law, the consideration of the subject 
matter will prove of value by crystalliz- 
ing divergent views on what really con- 
stitute acquisition expenses. 

The question may very properly be 
raised as to whether all compensation 
paid through agency offices in any form, 
for the care of old business, in excess 
of the reasonable and legitimate cost 
thereof is not in reality a part of ac- 
quisition cost and should be so treated; 
and whether the payment of policy di- 
vidends in the earlier years which are 
considerably in excess of actual earn- 
ings and are in fact premium refunds 
designed to facilitate the sale of new 
business, can be justified except as an 
acquisition cost. 

have every faith that in the final 
analysis the underwriters of the coun- 
try will take no narrow or selfish view 
of the matter, and will back up heartily 
any plan which can be 


shown to be 


for the welfare of both the policyholder 
and the companies. But in this con- 
nection it is well for us to bear in mind 
that while it is the duty of each com- 


pany management to keep overhead 
costs within the limits of strict econ- 
omy, the average life insurance sales- 


man is not overpaid. With due regard 
to the importance of his work, too often 
he must find a large part of his 1eward 
in the satisfaction of the services he 
renders to his clientele and to the pub- 
lic, rather than in pecuniary profit. 


Agents as a Rule 
Are Now Underpaid 


The life agent, when we consider the 
hard, grinding, pioneer work which is 
his share, the ability, the courage, and 
the training which is necessary to his 
success, is underpaid rather than over- 
paid. In studying overhead costs and 
acquisition economy, I am sure that 
both state and company officials will 


’s Review of Year 


agree that the more just and profitable 
field for their solicitude will lie in home 
office overhead, in investment earnings 
and safety, in conservative underwriting, 
in equitable dividend appoztionments, in 
scientific business management, gen- 
erally and in unwarranted taxation ra- 
ther than along lines that may result in 
reducing the earnings of the average life 
insurance salesman. 

That company managements are suc- 
cessfully addressing themselves to the 
solution of these problems needs no 
proof before this informed group of life 
insurance company executives. No ma- 
jor business or industry is being con- 
ducted at so low a margin of expense as 
is the business of life insurance. In 
the face of mounting every 
necessity, every luxury and every serv- 
ice that touches the daily life of the 
people, the cost of life insurance shows 
a substantial reduction. And to this re- 
duction, in cost to the public, economies 
of management have contributed to a 
very considerable extent. 

An obligation reposes on us to see to 


costs of 
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field. 





Start Building 


C. B. ROBBINS, President 


The Old Line 
CEDAR RAPIDS LIFE INSURANCE 


COMPANY 


CEDAR RAPIDS, IOWA 


A Company with a strong foundation 
on which to build. 


Liberal Contracts direct with Home 


Agency Helps and Home Office Men 
who understand the problems of the 


Good Openings Now Ready. 
Write Today 


C. B. 
J. G. SIGMUND, 


Vice-President and Agency Director 


SVOBODA, Secretary 
























insur- 
ance business, both at the home ofhce 


it that the conduct of the life 
and in the field, is in the hands of 
healthy, intelligent, decent men and wo- 
men, Life insurance managements 
have set and maintained the highest 
standards in personnel selection. This 
together with the scientific and firm 
foundation on which the business is es- 
tablished, and its reputation for fair 
dealing, is responsible for: the high re- 
gard in which life insurance is held 
throughout the country. Such standards 
should extend from.the president to the 
newest office boy, and especially to those 
splendid ambassadors of our business— 
the life insurance salesmen. 


Should Have High 
Standard of Men 


If we under the striving for increased 
production are tempted to lower our 
standards and accept ill-trained and ig- 
norant or dishonest life insurance am- 
bassadors to the public, we, and not 
they, are primarily responsible if our 
policies are misrepresented, disability or 
life protection fraudulently obtained, or 
public confidence shaken. 

Happily, the day of indifferent and 
haphazard selection of agency material 
has long since gone by. I believe that 
today the average standard of life sales- 
men in this country is higher than that 


of salesmen in any other line of busi- 
ness and that it is rapidly approaching 
professional standards. Aside from our 
own care in selection, and training, the 
ideals of our business attract and hold 
only men of high ideals. A man must 
be something of an idealist. He must 
have a vision above the gross material 
appeals of ordinary commercial life, if 
he is to be fired and kept at the white 
heat of successful salesmanship by the 
appeal of thrift, of family security, of 
sound business protection. 

However, we make no mistake in ever 
clevating the standards of admission to 
our agency forces, and, through educa- 
tion in practical insurance salesmanship 
and the uses to which the life insur- 
ance principle may be applied, so equip- 
ping our representatives that the gen- 
eral public, more and more, will be in- 
clined to turn to them for advice in all 
such matters, reposing the same degree 
of confidence in and respect for their 
advice as they accord professional men 
and experts in other specialized fields. 

The installation of the new agency 
section at this session of the conven- 
tion will bring to every member com- 
pany an increased convention service 
and make available to all a forum for 
discussion in an intimate way of ever 
present agency problems. 






THE NATIONAL UNDERWRITER 


October 12, 1928 


Disability Committee Makes 


Recommendations in Report 


mittee was made to the American 

Life Convention by its chairman, 
John M. Laird of the Connecticut Gen- 
eral Life. The report stated that dis- 
ability presents many problems not 
found in life insurance. Some take the 
view that it should not be incorporated 
in a life contract or if at all, it should 
be limited to waiver of premiums. Most 
executives, however, feel that some form 
of disability income may properly be 
granted with life insurance. The com- 
mittee stated that the combination has 
made the contract more useful and has 
greatly increased the sale. It declared 
that having embarked upon this enter- 
prise, companies should study the new 
problems. 

As a committee, it feels that. if total 
disability has continued for a certain 
period, it should be covered under the 
policy. It declares that 90 days is a 
reasonable period in this connection. 
To avoid misunderstanding, the com- 
mittee stated that the company which is 
covering any total disability lasting 


Tit report of the disability com- 
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SS Secret of 


The success of our field managers is due 
to liberal contract terms, home office 
co-operation in important particulars; 
and to attractive, modern policy con- 


tracts. 





f Drop Us a Line. 


THE BANKERS RESERVE 
“LIFE COMPANY 


| Over 30 Years of Success 


R. L. ROBISON, President 
W. G. PRESTON, Vice-Pres. 


HOME OFFICE: OMAHA, NEBRASKA 


Incident to our scheme of expansion we 
are in urgent need of a few managers 
I who have had selling experience and can 
recruit men for a strong agency. 


Our Success | 

















more than 90 days should not be re- 
quired to describe this benefit as _per- 
manent. 

The committee declared that under 
any disability clause, a substantial re- 
serve should be carried for unreported 
claims, as there is frequently a delay oj 
weeks, or even months, between the 
beginning of disability and notice o 
claim. 

Some companies exclude any disability 
lasting more than 90 days, but if dis- 
ability lasts for 91 days, they pay for the 
entire period. In the opinion of the 
committee this form of retroactive 
benefit on short claims should be dis- 
couraged. 

The committee states that to prevent 
adverse selection by men who are ap- 
proaching the time when earning power 
will diminish or cease, a company may 
refuse to grant disability to an appli- 
cant over age 55. The committee is 
not in favor of doubling the benefit i 
disability is due to accident. If disabil- 
ity is granted on convertible term in- 
surance. the policy should clearly in- 
dicate the nature of the disablity cover- 
age after such conversion. 


Definite Limit Should 
Be Established 


The committee states that each com- 
pany should have a definite limit on the 
amount of disability it will issue or the 
aggregate it will permit in all companies 
The committee states that in underwrit- 
ing disability benefits, companies mus: 
make two evaluations of the risk—first 
the medical, and second, the ethical 
Some medical directors who have given 
the greatest study to this entire problen 
state that the medical side is secondary 
to the ethical. The committee stated 
that the ultimate cost of disability must 
be borne by policyholders and _ stock: 
holders. It declares that claim depart- 
ments must protect the companies 
against unfair claims indicating fraud 
malingering or misunderstanding of the 
coverage. Once a company is satisfied 
a claim is valid, it should be settled with 
promptness and fairness. 


Summary of Suggestions 
Given By Committee 


The committee in 
recommendations says: 

“Disability benefits have a distinct 
social value and are here to stay. We 
have had decades of experience 
handling life insurance, but most of wu: 
have had only a few years of experienc 
in handling disability. Disability is 2 
form of health insurance and health in- 
surance ‘has been notoriously difficu! 
to handle. We should profit by the ex 
perience of accident and health com- 
panies in Great Britain and the United 
States. Let us not complicate ov 
problem by introducing frills, but rather. 
let us concentrate on a uniform clause 
giving definite coverage at adequate 
rates. Our contracts should be clear!) 
expressed and on valid claims, liberally 


summarizing its 

















interpreted. Let us so administer tht 
disability benefits that they will over ? 
period of years reflect credit on the lift 
insurance business.” 


One company executive, Jay G. Sit 
mund, vice-president Cedar Rapids Lite | 
frequently consorts with the muses. ™* 
writes some verses that have been ver! 
favorably received. Mr. Sigmund bh 
had had two or three volumes of poet! 
published. 


Members welcomed T. W. Vardell 
president of the Southwestern Life, who 
resigned from the American Life Co™ 
vention a few years ago, but who ff 
turned to the fold during the year. ™* 
is a former president of the organiz® 
tion and is a big factor down in Tex 
insurance circles. 
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Holcombe Discusses Training 
Managers and General Agents 


gram,” said John Marshall Hol- 

combe, Jr., of the Life Insurance 
Sales Research Bureau, speaking before 
the Agency Management Section, “it is 
essential to have a thorough analysis of 
the job which the training is designed 
to cover. Furthermore, a training pro- 
gram presupposes that the job in ques- 
tion is of sufficient importance to war- 
rant the time and money required for 
training. There have, until very recent 
times, been many men in the life insur- 
ance business who have believed that 
there was no job. of the manager or 
general agent as distinguished from the 
job of the soliciting agent. In other 
words, the management phase of a gen- 
eral agent’s work has been entirely sub- 
servient to his work as a personal pro- 
ducer. There are many agencies where 
this necessarily is true. The man who 
has just been given a general agency 
and in which agency there is little or no 
insurance in force must usually earn a 
living through personal production. But 
after a very few years it seems grow- 
ingly apparent that companies are ex- 
pecting him to have more than a ‘one- 
man agency.’ 


General Agent Has 

Distinct Responsibilities 

“The conception of sales organization 
based upon a directing head at the home 
office and units in the field, each pre- 
sided over by a man charged with man- 
agement responsibilities is today gener- 
ally accepted in all lincs of American 
and Canadian business. If this concep- 
tion is sound, it is obvious that the man 
in charge of a growing agency has dis- 
tinct responsibilities besides personal 
production, even though he continues 
ior many years, and perhaps indefinitely, 
to write some personal business. Prob- 
ably the most that could be said in re- 
gard to the problem of personal bus- 
ness by the manager of an agency is 
that the gradually growing responsibil- 
ity of running an agency will reduce the 
number of hours per day during which 
he can make personal solicitation.” 

Mr. Holcombe then gave what he 

termed as some, at least, of the main 
divisions which face the manager of an 
agency as follows: 1. Locating prospec- 
tive agents. 2. Selecting and employing 
agents. 3. Describing the job of selling 
life insurance to them. 4. Training the 
new man. 5. Supervising agents. 6. 
Stimulating agents, both individually 
and in groups. 7. Personal production. 
8. Supervision of the agency’s routine 
including the work done by the cashier. 
9. Handling the financial problems of 
the agency. 10. Planning the agency's 
future. 
F “It seems clear,” said Mr. Holcombe, 
that until very recent times the only 
training in management which has been 
available to a manager or general agent 
is the training which has been obtained 
by actually running an agency. This is 
the method of training popularly re- 
terred to as ‘trial and error.’ It has pro- 
duced some fine agency builders. The 
question which faces American and 
Canadian life insurance today is whether 
there is some other method which would 
Rive better results. 


Companies Should Devise 
Better Methods for Training 


“Tt is clear that a responsibility lies 
upon life insurance companies to devise 
better means of managerial training than 
have been available in the past. Thus, 
the broadening conception of what the 
manager of an agency ought to do 
rings to the home office a responsibil- 
ity which scarcely existed even 10 years 
= This new conception means that 
when a man is to be appointed as the 


Dir,” said. any training pro- 


manager of an agency, the home office 


or some organization desi 
esign 
home offic ro} A 


e will give him a much clearer 





picture of the opportunities and the re- 
sponsibilities inherent in management 
than was ever given to him before. The 
obvious difficulty is that the expenditure 
of time and money on the part of the 
home office in preparing for this new 
field of responsibilty is heavy. Many 
home offices have neither the personnel 
nor other facilities to carry out even 
the simplest program in managerial 
training. Very genuine difficulties will 
be encountered even at the very first 
step; namely, the step of investigating 
field conditions to find out exactly what 
the job of management is. 

“It is everywhere recognized that in 
the last 10 vears there has been an enor- 
mous increase in the amount of mate- 
rial available to men interested in sell- 
ing life insurance. But one very sig- 
nificant point is evident to anyone who 
endeavors to find in this material any- 
thing of value to the man who desires 
to build an agency. Whereas there 
have been books and pamphlets and 
courses of all kinds produced within 
the last 10 years for the soliciting 
agents, there has been very little pro- 
duced for the prospective manager. A 
few companies have produced literature; 
a considerably larger number are now 
holding conferences for managers. 


Increased Interest in 
Work of Manager 


“That the interest in the work of the 
manager is increasing is evident from a 
meeting such as this during which such 
subjects as acquiring, training, and su- 
pervising agents have been discussed by 
home office officials. But the limiting 
factor in most home offices is the diffi- 
culty of preparing anything like an ade- 
quate training program. . 

“Because of the difficulty of preparing 
a program and because of the expense 
involved for any individual company, it 
has been left largely to cooperative ef- 
fort. The Research Bureau of Hartford 
has made available for its member com- 
panies, first, a magazine on agency man- 
agement, second, a set of books called 
the manager’s manual, third, a handbook 
on agency management, and fourth, a 
series of four-day conferences designed 
to discuss agency building problems. 


New Career in 
Life Insurance 


“So far as it is appropriate at this 
time to look into the future and en- 
deavor to see probable development, it 
seems sure that the demand for agency 
builders will increase rather than lessen. 
Furthermore, it is probably safe to say 
that the demand will be answered and 
that agency builders will be produced 
in far greater number than has been true 
in the past. In the effort to train solicit- 
ing agents, it seems safe to say that the 
work of the manager has been largely 
ignored, even though his position in a 
company’s selling process is more im- 
portant than is the work of the indi- 
vidual solicitor. 


Just Emerging Into 
Clearly Defined Career 


“Agency building is only just emerg- 
ing into a clearly defined ‘career, but 
unless the entire conception of agency 
development is changed, it is obvious 
that this career is to achieve a far 
greater importance in the future than it 
has in the past. The work of the man- 
ager can be analyzed; facts concerning 
successful and unsuccessful methods can 
be secured; fundamentals in agency 
building can be found just as in any 
other career. 

“Tt is not too much to say,” concluded 
Mr. Holcombe, “that agency building 
mav well be termed ‘The New Career 
in Life Insurance.’ The vista of a train- 
ing program in management principles 
is just becoming visible.” 
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| SOUTHERN UNION 


YEAR 
1928 is two-thirds gone, 


and the best part inso- 
far as production is concerned, 
still remains — the fall and 
early winter, months. The 
eight months past have been 
the very best eight months in 
Southern Union history—best 
in new business—best in low- 
ered lapses—best in general 
growth and expansion. 


Texas is in exceptionally 
good shape now. Crops have 
been good—manufacturing is 
rapidly increasing in our state 
—and life insurance business 
is due for much more rapid 
growth. 


It’s a rare combination to 
tie to — a splendid company 
in a mighty prosperous state. 


Why don’t YOU come to 
TEXAS? 


SOUTHERN UNION 


LIFE INSURANCE COMPANY 


FORT WORTH. 
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What Is Best Way to Ac 


HERE is a good deal of “bunk” 
T indulged in these days by some 

agency officers who would have 
us believe they do a good deal of select- 
ing. One might imagine from hearing 
them that they were constantly besieged 
with applicants for agency contracts and 
their chief responsibility was to guard 








HOLCOMBE 
Sales Research Bureau 


JOHN MARSHALL 
Life Insurance 


against the employment of too many 
salesmen. 

I should like to meet the man who 
could or would say that his company 
could not use another good man wher- 
ever they might find him. We select— 
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President Business Men’s Assurance 


yes—but only to the extent that our 
managers and present salesmen are 
urged to devote the time spent in in- 
teresting new men to those who possess 
certain qualifications, generally recog- 
nized as essential to success in selling. 
The selecting is limited largely to satis- 
fying ourselves that the prospective 
salesman is reliable, reasonably ener- 
getic and ambitious and can meet other 
standard requirements that will later be 
described in more detail. 


“Acquiring Salesmen” 
Covers a Broad Scope 


of course, much more to 
“acquiring” a salesman than the mere 
incident of establishing contact with 
him and deciding that you would like 
to acquire him. In these days of such 
rapid development of the facilities for 
the education and supervision of insur- 
ance salesmen I maintain that our suc- 
cess in acquiring them will depend far 
more on our ability to instill into them 
a high respect for our particular service. 
A like respect for the facilities for so 
educating and equipping them that they 
may picture the value of such service in 
the most effective manner, and of so 
inspiring them that they will have both 
the desire and determination to present 
it to the greatest possible number of 
prospective clients. 

We are very earnest in our belief that 
no matter how large an increase in bus- 
iness may be recorded, unless a sub- 
stantial portion of it has been produced 
by new salesmen we must not be satis- 
fied with our situation. Constant effort 
must be made, therefore, to impress 


There is, 


both managers and salesmen with the 
importance of being ever alert to the 
opportunity of bringing capable and 
promising new men into the organiza- 
tion. From Jan. 1 to Sept. 1 of the cur- 
rent year there was an average of 501 
producing salesmen, or an increase of 
16 percent over last year. During this 
eight month period 44 percent of these 
men were within the first year of their 
contract, and they produced 29 percent 
of the total business written during that 
period. In the eight months of 1928 
our new business was 19 percent greater 
than in the same period of 1927. Our 
average number of salesmen during this 
same period was 16 percent greater. 


Four Principal Means of 
Establishing Contacts 


There are but four principal means 
of establishing contact with prospective 
salesmen: 1. Newspaper advertising; 2. 
circularizing; 3. direct inquiry from 
prospective salesmen; 4. personal con- 
tact through manager or salesmen. 

Advertising may be of two distinct 
types—newspaper of general circulation 
or in trade or insurance journals. We 
have done practically no advertising in 
newspapers of general circulation. We 
use space in the prominent insurance 
journals and we believe we have bene- 
fited therefrom by acquainting the gen- 
eral insurance fraternity with our name 
and the general character of our insti- 
tution. 

Ninety-two out of our 100 leading 
salesmen for the past year credited one 
or more of our older salesmen with be- 
ing responsible for their application, 
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while only eight gave some other rea- 


son for their original interest in the 
company. it is obvious that to secure 
any such degree of assistance from 
the older salesmen there must be 


extraordinary incentive. We appeal to 


the older salesman’s sense of loyalty to 
We picture to him the 


the company. 
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advantages he will enjoy by its rapid 
growth, which in turn must come from 
the rapid growth of its selling force. 
We give publicity to those salesmen 
who excel in number of new men ob- 
tained. With due respect for all these 











2 424 PIONEERS ¢ ¢ 2 


First in Non-Medical 
First in Agency Cost Accounting 











The Franklin is proud of having led U. S. life insurance companies in 
these two phases of the common cause—the fight against future want and 
privation—which demands that every function of a life insurance company 
be done as easily.and as quickly as possible. 


Franklin people were not surprised that the company led. They know 
that The Franklin is self-starting—that it is constantly going ahead testing 
out possible improvements according to laboratory methods and actual con- 
ditions in Franklin territory. Under such circumstances, it is not strange 
that the company should come upon, test out, and put into operation some 
innovations before they were generally accepted, and Franklin policyhold- 
ers and Franklin agents are sooner benefited. 
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other means, we believe that the cash 
bonus with which the older salesman is 
credited at the end of each month on 
business produced within a given per- 
iod by those he has brought into the 
organization is the outstanding reason 
for his devoting whatever time and 
energy he does to this undertaking. 


Sources from Which Prospective 
Salesmen Are Derived 


We believe that the activity of the 
salesman will be greatly increased by 
constantly reminding him of the sources 
from which new sales material may be 
obtained. Insurance salesmen are reg- 
ularly meeting salesmen in other lines. 
We urge ours to study every salesman 
they meet with a view of determining 
whether he is qualified to make a greater 
success in insurance salesmanship than 
in the business in which he is engaged. 

With the exception of former sales- 
men our experience would indicate that 
the new man’s success cannot be pre- 
determined or even estimated by the 
nature of his former occupation. Among 
our 100 leaders for last year 35 were 
salesmen before entering our employ. 

It is worth while to undertake to as- 
certain at what age the man entering 
this business is most likely to succeed. 
Figures based upon this same group 
of 100, bear out the generally accepted 
theory that the greatest number of suc- 
cessful ones will be found between ages 
30 and 40. 


Selling the Prospective Man 
On Institution of Insurance 


Assuming that we have created suffi- 
cient incentive for the older salesman 
to be ever alert in inducing others to 
enter the business and that we have 
aided him with helpful suggestions as 
to where his best material may be se- 
cured, it still remains for us to educate 
him to the presentation of this new job 
to the prospect in a manner most likely 
to attract and convince him. Therefore, 
in the company’s training course, al- 
most an entire chapter is devoted to 
a discussion of “Opportunities af- 
forded and pitfalls encountered in the life 
and disability insurance business.” So 
every individual salesman is prepared, in 
endeavoring to acquire a new salesman, 
to appeal to him with forceful facts. 

If we are successful in convincing our 
Prospective salesman that his greatest 
opportunity awaits him in this business, 
our next effort must be to convince him 
that our particular company affords him 
the maximum opportunity for success. 

In referring to these features of our 
own service I am, of course, doing only 
what any one of you would do in en- 
deavoring to persuade a man to enter 
your employ. But the big point I am 
trying to make is that if you, like our- 
selves, rely so greatly upon the assist- 
ance of your present field force for new 
sales material, it is imperative that your 
salesmen be as well trained and equip- 
ped in the art of selling the job to the 
Prospective salesman as they are in sell- 
ing your insurance service to the pros- 
pective client. That is one of the most 

“it indeed not the most—important fac- 
tors in the acquiring of new salesmen. 


What Is Required 
of the New Salesman 


We believe that one of the best means 
of acquiring new salesmen is to make 
them realize that the position is difficult 
to obtain. We believe further that we 
only appreciate those things in which 
we have made some real investment or 
which has been obtained at some actual 
expense. So the applicant for a position 
on our sales force must agree to do the 
following specific things: 

“ae He must make a formal appli- 

: — giving detailed information con- 
Suis -_ education, previous business. 
cial ied previous earnings, his finan- 
tions ar ripe his club or lodge affilia- 

and his age and physical condition. 

(b) He must agree definitely to de- 
his entire time exclusively to our 
company. . 


(c) He 


vote 


must make application for a 


AMERICAN LIFE CONVENTION 


surety bond and send us the annual 
premium of $5. 

(d) He must also pay us $5 for the 
company’s training course. 

(e) He must also pay us $12 for his 
sales equipment, which I have previously 
referred to as our “Salesmaker.” 

It will be noted, therefore, that in ad- 
dition to a very thorough description of 
his previous experience and the usual 
agreement to be governed by all of the 
company’s rules and regulations,’ the 
new salesman must agree positively to 
devote no time to any other company 
or business and must invest at least 
$22 in cash before he can secure his 
equipment and authority to act as @ 
salesman for the company. 


HEAR OUTSIDE SPEAKERS 
AT THURSDAY’S SESSIONS 
(CONTINUED FROM PAGE 4) 


special taxes, licenses and fees imposed 
on insurance companies and finds that 
but a small percentage is used to pay 
for supervision. It has issued some 
pamphlets on life insurance. It now has 
in preparation in connection with an- 
other department a booklet dealing with 
investments, savings and insurance for 
those of modest means. 

James Lee Loomis, president Connec- 


ticut Mutual; A. T. Maclean, second 
vice-president Massachusetts Mutual; 
George E. Merigold, associate counsel 


Prudential, were the official delegates 


from the Life Presidents Association. 
Mr. Loomis was the spokesman. He 
said that the seed of life insurance was 
first sown west of the Mississippi 80 
years ago in St. Louis. 

Chester O. Fischer, manager of the 


Massachusetts Mutual at St. Louis, and 
M. B. Oakes of Indianapolis were dele- 
gates from the National Life Under- 
writers Association. Mr. Fischer brought 
the greetings of his organization. He 
stated Managing Director Roger B. 
Hull could not be present because of 
being in a hospital due to an accident 
sustained some time ago. He spoke in 
big terms of Secretary Claris Adams’ 
address at the life underwriters’ meeting 
at Detroit. 


Emmet C. May First 
Speaker of Afternoon 


President Emmet C. May of the Pe- 
oria Life, which has just rounded out 
$150,000,000 in force was the first set 
speaker of the afternoon and spoke on 
the subject “A Well Balanced Pro- 
gram.” Mr. May is one of the success- 
ful Illinois company executives. 

Hillsman Taylor, president of the 
Missouri State Life, spoke on ‘“Coor- 
dination of the Departments of a Life 
Company.” Mr. Taylor was speaker of 
the Tennessee house of representatives 
when he was 25 years of age. He was 
an attorney. He graduated from Van- 
derbilt University. He served as assist- 
ant attorney general of his state. He 
connected with Caldwell & Co. of Nash- 
ville, the investment house in 1917. 
When that firm acquired control of the 
Missouri State Life it sent Mr. Cald- 
well to St. Louis to be the executive 
head of the company. Mr. Taylor did 
not read from manuscript but spoke off- 
hand. He was brief but impressive. 


Lee N. Parker Reviews 
Work of Service Bureau 


Lee N. Parker, vice-president Ameri~ 
can Service Bureau, had a most compre- 
hensive paper on inspections and their 
relationship to selection. He gave some 
of the high spots of his treatise. Mr. 
Parker has done a fine piece of work 
in developing the Service Bureau branch 
of the American Life Convention. 

O. J. Lacy, vice-president Minnesota 
Mutual, offered a resolution expressing 
appreciation for the program of this 
year. 

W. T. Grant, chairman of the resolu- 
tions committee, presented a memorial 
to Charles Dobbs of the “Insurance 
Field.” 


NUMBER 
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To Life Underwriters: 


What Do You Want in a 
Life Insurance Company? 


Character? 
Permanent Management? 
Progressive Methods? 


Broad Scope of 


Underwriting? 
Unquestioned Security? 


Multiple Line Service? 


You will find them all in the 


CONTINENTAL 


cI 


Continental Assurance Company 
Continental Casualty Company 
Chicago, Ill. 


— 
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Well Balanced Program Is Essential 


HE discussion of any life insurance 

subject today must be interpreted 

in the light of today’s facts rather 
than by past history. We hear about 
the romance of life insurance and in- 
deed it is a romance as interesting as 
anything that can be written. But the 
business has changed so very rapidly it 
seems that almost every phase of it has 
changed except human nature itself. 
Human nature has stayed the same for 
all time. No business has ever changed 
it and life insurance selling has fitted 
into human nature and recognized it as 
it is, rather than to try to make any 
attempt to change it. Human needs 
have changed and _ increased. The 
strongest feature of life insurance is that 
it meets human needs as it finds them. 
It does not offer any panacea or any 
solution for the situation, but provides 
a means of meeting the situation as it 
exists. In this, life insurance is differ- 
ent from most other kinds of business. 


Early Years of Business 
Very Largely Pioneering 


For the first 143 years life insurance 
business in this country was very largely 
pioneering. People were not convinced 
that life insurance was safe and sound 
and necessary for them to have. This 
kind of pioneering was just like any 
other pioneering. It was every fellow 
for himself and companies and agents 
traveled alone in their work and accom- 
plished what they could and made what 
progress could be made. The policies 
which were offered were written with 
one promise and a hundred exceptions. 
Today they are made with a hundred 
promises and no exceptions. 

In times past provisions were added 
to a policy for the protection of the 
company. In the last 25 years policies 


By EMMET C. MAY 


President Peoria Life 


have been broadened and provisions 
added to them, not for company pro- 
tection, but because human needs have 
been discovered for them. Life insur- 
ance has been broadened so that it cov- 
ers all the hazards and needs of human 
beings and business. Maybe we have 
added too many new provisions to life 
insurance: maybe in some instances we 
have strayed too far afield, but that is 
beside the point in this discussion. We 
have the broadened condition of life in- 
surance, we have seen life insurance 
service grow to that point where it really 
serves, not only the parties who are the 
principals to the contract, but many 
others. 


Broadening of Business 
Brought Public Good Will 


This pioneering of many years ago 
was a business of selling particular poli- 
cies. The agent disregarded everybody 
else and sold a policy as he could. To- 
day all is merged into the great insti- 
tution of life insurance. Salesmen are 
educated so that they know their job. 
They are trained so that they can apply 
their knowledge to the job. They no 
longer sell a particular policy or the 
company, but they sell the whole insti- 
tution of life insurance service to fit the 
needs of the prospect. And what is the 
result of this broadening of our busi- 
ness? It has resulted in the good will 
of the people, a recognition of life in- 
surance as a necessity and the placing 
of insurance in the family budget the 
same as any other necessity of life. 

All of this progress and growth of 
life insurance having come about so 
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suddenly, much of our progress has 
been a pressure progress. The test of 
an individual is not whether he can 
stand poverty and hardship but whether 
he can stand prosperity. Hardship al- 
ways makes enough necessities which 
the individual is forced to meet that he 
measures up if he has the ability. But 
prosperity brings temptation, a desire 
for more and greener fields, a reaching 
out for greater territory, a longing to 
be the biggest, and these ambitions have 
caused many to fall. A life insurance 
company is just like any other institu- 
tion in this regard. It can spread itself 
out so thin that there is no intensive 
cultivation any place and hence, heavy 
expenses, a waste of effort and a lac} 
of progress. 


Well Balanced Program of 
Operation Essential 


When we recognize all these things 
then we see how advisable it is for a 
life insurance company to have a well 
balanced program of operation. By an 
effort, a company can get a large vol- 
ume of business, but that does not al- 
Ways mean success. Many an agent 
hunts only for large policies and gets 
some of them, but by that we do not 
always say that he is successful. <A 
company, to be successful, must have 
strength and a healthy growth, good 
investments and good will. It may be 
sound financially and yet be so stagnant 
that it is not a successful company. It 
may have a healthy growth in volume 
of business and yet not be sound finan- 
cially. The strength of a company, just 
as in any other business institution, 


comes from a balance of all these quali- 
ties that are necessary in building. We 
cannot get the balance by turning all 
our efforts in one direction. We cannot 
pay attention to acquisition of new busi- 
ness, to the detriment of sound invest- 
ments, and have a well balanced com- 
pany. 
Must Consider Acquisition, 
Investment, Personnel Departments 


A well balanced program means first, 
a good, solid foundation for the company 
constructed of equal quantities of good, 
sound, sensible intentions and material 
wealth. One is of equal importance to 
the other. It means a recognition of all 
divisions of the company—an acquisition 
department, an investment department, 
home office personnel. And to all oi 
them must be given that full attention 
necessary to make them what they ought 
to be. The time is long past when a 
life insurance company can be operated 
as a sideline and have it successful. It 
is a man-size job and as big a job as 
is presented in any institution in the 
country. 


Too Much Anxiety for 
Volume of Business 


If we are to have our acquisition de- 
partment what it ought to be, we must 
give very careful attention to the em- 
ployment only of creditable, successful 
representatives in the field who realize 
that they are the company in their par- 
ticular locality. The company, through 
the persons doing this employing, must 
realize that when a representative is 
employed and sent forth, he is an am- 
bassador of the whole institution of life 
insurance and is sent out to create either 
good will or bad will. They must real- 
ize that when the contract is signed they 
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will interest youif....... 
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If you are interested in selling life 


insurance you will be interested in the 


in 
ten years 


12 


TIMES 


THE 
INSURANCE 
IN 
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TERRITORY OPEN 


force 





In Ohio, Michigan, District 
of Columbia, West Virginia, 
Georgia, Alabama and 
Louisiana. 





years. 


key to the Gem City Life’s record of 
increasing assets and 


insurance-in- 
more than twelve-fold in ten 


In the agency contract and the pol- 
icy line which includes all standard 
amd some special forms of partici- 
pating and nonparticipating contracts, 
group 
health coverage, will be found the real 
reasons for the success of the Gem 
City Life agents. 
our agents lies our success also. 


insurance and accident and 


In the success of 


If you will write I. A. Morrissett, 
vice-president, he will be glad to give 
you complete details of our agency 
contract and reasons why it will pay 
you to join the Gem City Life. 


Eight millions of increase first eight 
months of 1928. 


The Gem City Life 


INSURANCE COMPANY OF DAYTON, OHIO 
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give into the hands of that representa- 
tive the company name and he can make 
that name good or bad as he wills. With 
an individual, character is the most im- 
portant quality of his make-up, so it is 
with a company. We have talked much 
about the proper employment of agents 
but there has been entirely too much 
anxiety for volume of business which 
has made a forgetting ot too many 
qualities. Let it be said for the institu- 
tion of life insurance that today there 
is no business in the world that has bet- 
ter and more creditable representation 
in the field and this is evidenced by the 
good will which we are creating. 


But One Best Way to 
Place Life Insurance 


A well balanced program means that 
we should give our attention only to 
the acquiring of business in sound, le- 
gitimate ways and not by changing 
schemes which have always to be re- 
membered and always to be explained. 
It has been proven many, many years 
ago that there is but one best way to 
place life insurance and that is for a 
representative of the company to meet 
face to face with the prospect and dis- 
cuss the proposition. Today the selling 
of life insurance is the development of 
a program for the individual to meet 
and fit his needs. Very seldom does 
an individual buy life insurance suitable 
to his needs unless a program has been 
worked out by some one familiar with 
the service of life insurance. The recog- 
nizing of certain needs and making a 
program to meet those needs has done 
much to advance the cause of life in- 
surance and make it progress, This 
method makes the policyholder an in- 
surance enthusiast and a friend of the 
business. The holding of the individual 
as a client is a personal agent and com- 
pany matter. 


Problems of Personnel and 
Investment Departments 


\ well balanced program takes into 

consideration the personnel of the com- 
pany, with junior managers and persons 
of ability coming on to insure the com- 
pany’s continued development of its 
program. A program which includes 
company personnel will eliminate or ab- 
sorb the weak individual of the organi- 
zation so that individual personality will 
not count for so much. The company 
policies, rules and traditions will prevail. 
With a proper personnel program, con- 
tinually made and strengthened, a com- 
pany should go on forever. 
_ If in some way we are led into poor 
investment we must pay a very heavy 
penalty for the error. The investments 
ot a life insurance company form one 
of its great problems. The temptation 
ot high rates of interest has been known 
to lead to poor investments. A _ well 
settled program of investment, which 
may include sufficient diversification to 
¢ sound, safe and profitable, is necessary 
to make good progress in any life in- 
surance company, 


Too Little Attention to 
Individual Policyholder 


_ If in the operation of our business we 
inject too much red tape into our work, 
our transactions will become cumber- 
some, awkward and irritable to those we 
deal with. We shall drive our customers 
and policyholders and their families 
aWay trom us. The companies in the 
past have not given close enough atten- 
to the individual policyholder. The 
‘ize of the company does not restrict 
this attention. It is a matter of com- 
pany plans and agents’ personal atten- 
ton. “Policyholders’ month” was 
merely another effort to get new busi- 
agen But policyholders’ month can 
€ made to create good will for the 
gee and in my opinion that is the 
on Bg for having policyholders 
a oom do net believe that it is good 

siness to go to the policyholders under 
Suse of policyholders’ month to obtain 
new business. But if the agents are re- 
luired to visit the policyholders during 


ve 


tion 


@ particular month and make that visit 


= the home with the idea of rendering 


rvice and advice to the policyholders 


and to their families, then a good will is 
created that is vastly more valuable than 
the new business that would have been 
obtained through other methods. 


Limit of Safety 
Must Be Recognized 


If we want our companies to grow, we 
must have a progam recognizing what 
we can do with safety and then let that 
be the limit as well as the aim. We 
should not spread out over states far- 
ther than we can properly organize and 
develop, We should not take on more 
agents than we can properly educate 
and train and we should realize that 
there is a vast difference between edu- 
cation and training. It takes only a lit- 
tle while for the average individual to 
be properly educated in life insurance, 
but the important thing is to have him 
so trained that he can properly use that 
education in representing his company. 
We should realize our responsibility to 
every man we take on. The burden is 
on us to bring him to success. It is per- 
fectly proper for us to refuse to contract 
with a man but after we have con- 
tracted with him, by that act we have 


decided that he can be successful and 
then the burden is on us to bring him 
to that success. 


We should grow only in sound poli- 
cies, not in cheap or trick policies. The 


AMERICAN LIFE CONVENTION NUMBER 


agent should be just as welcome at the 
doorstep with the settlement, 20 years 
hence, as he was when he placed the 
policy. It is a part of his reward to see 
his program come to a successful ac- 
complishment of what he helped to plan. 
Anything short of the best policy on 
the simplest plan usually is not cred- 
itable to a life insurance company. 


Little Things Bring 
Company Heavy Loss 


We must grow financially, as well as 
in volume of business, and to do this, it 
is necessary that we have a well bal- 
anced program. Those of us who have 
used the budget system at the home 
office have long since found that it is 
not the big problems in the life insur- 
ance company that cause loss but the 
little things. The big problems will nec- 
essarily have the proper attention. We 
have found that the budget system will 
control the little things in the various 
departments and will result in tremen- 
dous savings for the company. 


Bring Plans Together 
into Definite Calendar 


Every progressive company has cer- 
tain well fixed policies and plans of op- 
eration. It has certain aims but it should 
go farther than that. These aims, poli- 
cies and plans should be all brought to- 
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gether into a definite calendar or pro- 
gram of growth and operation. The 
program should look for several years 
into the future and should, from year 
to year, be revised and strengthened 
according to accomplishments and fur- 
ther aim. With such a definite program, 
it usually will be found that the accom- 
plishments have been greater than the 
plans. If they are greater, it is just 
as important, very seriously, to consider 
whether the accomplishments have been 
too much and whether it can be afforded 
and whether the methods have been 
conservative enough for both balance 
and savings: There should be a decision 
based upon knowledge of how much 
new business can safely be added each 
year. There should be well defined 
agency policies, rules and requirements. 
There should be a complete program 
for conservation which should be relig- 
iously followed. In making this, it is 
well to remember that an old policy 
saved is worth two new ones and that 
the good-will of the policyholder consti- 
tutes much of the strength and good- 
will of the organization. 

The world takes its 
individual who has a program and 
knows where he is going. The same is 
true of the company that knows where 
it is going and goes there with the least 
lost motion. 


hat off to the 





WHY ARE SPRINGFIELD LIFE AGENTS SUCCESSFUL? 
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We 


The Answer is simple. Ours is a Company that is sincerely inter- 
An interest that is more than 
cleverly written advertising copy for publication in the In- 
Our Executive Family believe and know 
that successful Agents are the very bone and sinew of the 
To serve them 100% is their one thought. 


' 
ested in its Field Workers. 
surance Journals. 

Operating in Company. 

; Our Service is not mere idle chatter. 


policy on every insurable person. 
Our occupational ratings are fair and 
Men and women are accepted on the same basis. 


and Sub-standard. 
liberal. 


We issue all standard forms of old line, legal reserve, participat- 
Our net cost is on a low com- 
Every policy we issue may be sold with 
premiums payable annually, or in semi-annual, quarterly or 
monthly instalments, from the first year on. 
32 years experience with monthly premiums and have the 
necessary equipment to handle such business. 


ing annual dividend policies. 
petitive basis. 


writing the entire family. 
this might mean to you? 


Our Agency Contracts are liberal and fair. 
newals are given without a service clause in the contract. 
We pay an exceptionally high second year renewal. 


Specific information will be given upon request. 


Why not Serve and Succeed with The 


Springfield Life 


Insurance Company 
Springfield, Illinois 


It is a real effort to issue a 


write non-medical on very favorable conditions. 
adult policies are issued to children from nearest age 10 up. 
We have a new policy for $1.00 a month, issued to Children 
as low as 6 months and adults up to age 60. 
Have you ever considered what 


We issue both Standard 


We have had 


Regular 


Our Agents are 


Non-forfeitable re- 


C. Hubert Anderson, 
Manager of Agencies. 











Coordination of Company 


HE departments of a life insurance 
"| company can very profitably be 

divided into two classes, operating 
and service. 

Operating departments consist of 
those that primarily function in limited 
or given matters within their own de- 
partments, 

Service departments are those that 
function throughout the departnients of 
the company, such as the legal, actuarial 
and accounting departments. 

Service departments supposedly do 
not originate either business or pro- 
grams, but direct, advise and keep in 
the proper course all the departments 
of the company. Operating departments 
operate in a limited sphere. Service de- 
partments, while cooperating with all 
departments, operate through them. 

It is perfectly obvious that the ac- 
counting department and all other 
accounting procedure should be con- 
centrated in one head, but that head 
should be charged with the responsi- 
bility of seeing that the bookkeeping and 
auditing throughout the entire organ- 
ization is done in the same manner and 
form, and that it is all coordinated. 

The actuarial department of a life 
insurance company should function 
through each and every division of the 
company. It is the outstanding service 
department of the insurance company, 
and is called upon in every phase of the 
conduct of the business. For this rea- 
son, actuaries have become very pro- 
ficient in every line of insurance en- 
deavor. 

The actuarial department should co- 
operate very closely with the agency 
department in determining upon a more 
or less comprehensive set of policy 
forms—forms which will serve prac- 
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tically every legitimate need which may 
arise within the life insurance field the 
company has chosen to cover, and forms 
which will be attractive to the selling 
organization. As conditions change and 
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the business develops there will be op- 
portunity for changes in the company’s 
plans. Even in the matter of premium 
rates, there is opportunity for co- 


operation between these two depart- 
ments. 

Again there should be cooperation in 
the matter of commission rates. Com- 
missions should be consistent as between 
different plans, a condition which is very 
often seriously violated. Within their 
limits, commissions can be arranged to 
attract the character and class of busi- 
ness which the company most desires— 
business which is most profitable per- 
haps. There will be frequent oppor- 
tunity for cooperation between these 
two departments in working up sales 
plans and methods. 

The actuarial department can profit- 
ably cooperate with the medical de- 
partment and the underwriting depart- 
ment in keeping in touch with literature 
and experiences, published and other- 
wise, of other companies, and studies of 
the company’s own mortality experience 
with a view of improving mortality on 
classes which are found unprofitable and 
unsatisfactory. 

The functions of the legal department 
are to advise and direct, and it works 
throughout the entire departments. The 
legal department, perhaps more than 
any other, is a service department, ad- 
vising and assisting the other depart- 
ments, but having few original functions 
of its own and but little routine admin- 
istrative activities. 

The advertising department of a com- 
pany is an integral part of the whole 
organization. The chief function of the 
advertising department, however, is in 
connection with the sales effort and it is 
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Departments 


therefore specially closely related to the 
sales department. 

The agency, underwriting and invest- 
ment departments all function as oper- 
ating departments, but they are con- 
stantly in need of the services of the 
auditing, legal and actuarial depart- 
ments for advice and direction, for his- 
tory and for prophecy as to the future. 

I do not think too much stress can 
be placed upon the necessity for one 
department taking advice and counsel 
from another, nor do I think the fail- 
ure of one department to call for help 
can be frowned upon too severely. 

Well defined duties with clear cut 
responsibilities invariably lead to better 
organization, and a more complete un- 
derstanding of the business. When the 
powers are sharply defined and the con- 
dition of each department easily deter- 
ined, the exact and precise condition 
of the company will be known. 

Thorough coordination and definitely 
defined authority and power usually uni- 
fy departments to a very unusual de- 
gree. This is a condition that every 
organization head desires. It is the 
nearest approach to a perfect working 
machine. 

When all the operating departments 
can be joined and firmly bound together 
by the service departments that ‘unction 
with speed, accuracy and cooperative- 
ness, they will have become coordinated. 
But, of course, the one great outstand- 
ing requirement for any coordination is 
a thorough understanding of the officers 
and employes, and a helpful spirit of 
cooperation among them. When this 
spirit exists, and all the functions of the 
company are thoroughly understood, 
success, so far as the home office is 
concerned, is assured. 
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Aviation Experience and Insurance 
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includes army and navy aviators and 
air-mail pilots. The 1926 results showed 
an extra of $40 per 1,000 required, but a 
more favorable experience was later ob- 
tained and in all over a 15 months’ ex- 
posure the extra required came down 
to $20. The extent of this data is insuffi- 
cient, however, to give more than a 
rough indication of the hazard. The 
more experienced pilots may be entitled 
to the lower extra on actual experience 
if it were available. 

It occurs to me that the aeronautics 
division of the Department of Com- 
merce, if they have not already a trained 
actuary on their staff, should have one 
permanently engaged to analyze in 
greater detail along scientific, actuarial 
limes the vital statistics of aviation with 
resultant advantage to the public, the 
aviation industry and the insurance 
carriers. 


Handicapped by Lack 
of Sufficient Statistics 


All classes of insurance companies are 
handicapped at present on account of 
the lack of volume of statistics due to 
the youth of aviation. It is important, 
therefore, to secure full advantage of 
such statistics as it is possible to ob- 
tain, and to have them assembled in the 
ways that will be most practical for in- 
formation and use. The aeronautics di- 
vision of the Department of Commerce 
is entitled to great credit for what it is 
doing in this respect, but the better, 
more adaptable and accurate the statis- 
tics available are, the sooner will better 
imsurance service be given by all classes 
of carriers. 

Passenger Fatalities on 

Airways in U. S. A. 


During each of the years, 1918, 1919, 
1922, 1924 and 1925, there were no pas- 
senger fatalities in airway operations in 
the United States. It has been shown 
above that for the five years, 1923-27, 
the average yearly mileage flown in the 
United States per passenger fatality was 
5,670,000, which would be covered by 
18c a year per $1,000 of life insurance 
per 1,000 miles flown. 

Some of the English statistics show 
passenger fatalities per flight, disregard- 
ing the mileage. This is another equally 
good way to estimate the hazard, as it 
is probably as easy to get a reliable 
answer to the number of flights a pas- 
senger will make in the future as it is 
fo get from him the mileage he expects 
to fly. An examination of these English 
Statistics corroborates the smallness of 
the passenger hazard in airway opera- 
tions for a small number of flights. 


Present Liberal Attitude 
of Companies Is Sound 


The present liberal attitude of a num- 
ber of companies in taking standard 
Passengers over scheduled airways when 
the number of flights is five or less per 
year is sound, and I believe it is also 
‘ale in such cases to allow double in- 
demnity and total and permanent disa- 
bility benefits, provided these contain 
@ provision excluding aviation or aero- 
nautics in any form except as a paying 
Passenger properly’ defined to allow 
scheduled airway flying only. There is 
an added hazard undoubtedly, but we 
had that also with the advent of passen- 
Ser travel on steamships, trains and au- 
tomobiles, and as it becomes more gen- 
eral, as it will, it will have to be 
adsorbed in any case in the general 
Standard rate. 
repeactically all old business is free as 
: ie S aviation, except perhaps the to- 
fai and permanent disability coverage 
and double indemnity. 

Fy in my opinion, consistent and 
tind ie eeese this freedom as re- 
» ney Mg risk in the issuance of 
eee new business. I think, how- 

» that the total and permanent dis- 





ability and the double indemnity cover- 
ages should exclude engaging in avia- 
tion or aeronautics in any form, except 
as a fare-paying passenger in a licensed 
commercial aircraft provided by an in- 
corporated common carrier for passen- 
ger service, and while such aircraft is 
operated by a licensed transport pilot 
and is flying in a regular civil airway 
between definitely established air ports. 


Statistics on Miscellaneous 
Flying Classes Given 


The largest branch of flying comes 
under the classification of air service 
previously described. The miscellaneous 
flying class includes the air service op- 
erations. In miscellaneous flying 35 
pilots and 78 passengers were killed in 
1927 and during the first six months of 
1928 in the same class 40 pilots and 66 
passengers. The pilot risk in this class 
on the average is easily double that of 
the transport pilot on scheduled air- 
ways. The passenger fatalities in this 
class are more numerous than those 
among pilots. Pilots in this class killed 
in 1927, 83 percent were unlicensed and 
of the 99 passengers killed, 78 percent 
lost their lives in unlicensed planes. 
Errors in pilotage accounted for 46 per- 
cent of the fatal accidents, denoting lack 
of experience in pilots in this class 
Poor engines and planes accounted for 
another 29 percent of the fatal cases. It 
is apparent that those using unlicensed 
planes and unlicensed pilots should be 
avoided, as the extra hazard calls for a 
prohibitive rating. In my opinion no 
one should be permitted to fly a plane 
unless a qualified pilot. Intrastate ex- 
aminations of pilots prior to licensing 
should be enforced in every state and 
the examinations should be specially 
strict to permit the carrying of any pas- 
senger. 


Each Case Must Be 
Considered on Own Merit 


There is such a wide variety of con- 
ditions, however, among those who par- 
ticipate in aviation outside of the air 
transport, that each case must be con- 


sidered on its own merits. There is a 
paucity of statistics in this class to en- 
able the underwriter to determine the 
various degrees of hazard. A highly tech- 
nical underwriting knowledge is needed 
to discriminate between the numerous 
kinds of risks in miscellaneous flying. 
Some are fairly safe and others are 
highly dangerous. 

Occasionally aviators are desirous of 
obtaining insurance at standard rates 
without aviation hazard protection. Some 
companies have met such requests by 
issuing policies with an aviation exclu- 
sion endorsement providing for pay- 
ment only of the reserve on death re- 
sulting from aviation. This type of en- 
dorsement was disapproved by the New 
York insurance department on account 
of the incontestable provision, and the 
Metropolitan Life has applied to the 
courts for a decision on the point, which 
may be secured this fall. Until this 
case is decided, this practice should be 
adopted with caution. 


Any Error Is in 
Favor of Aviation 


It is much more desirable to be able, 
as soon as we can accurately determine 
the hazard in the various classes, to 
give full coverage at reasonable and fair 
rates. The interests of the insurance 


35 


companies are always identical with the 
industry being insured, and the smaller 
the extra hazard, the lower the extra 
premium. 

In conclusion I can say that life com- 
panies are constantly attempting to re- 
duce premium rates instead of trying 
to get the highest premium possible, and 
those interested in aviation can feel as- 
sured that the life companies are charg- 
ing only the bare cost of the additional 
hazard, and if there is any error, it is 
in favor of aviation. In a number of 
cases for patriotic reasons coverage is 
undoubtedly being given at below cost. 
Life companies are helping and will 
continue to help aviation by their lib- 
eral attitude towards passengers on 
scheduled airways and the personnel of 
such airways. They will cooperate in 
the promotion of all rules and devices 
for greater safety of life. They will also 
wholeheartedly support the Department 
of Commerce in its efforts for better 
pilots, better planes and better airways. 
Legislation similar to the federal should 
also be encouraged in every state for 
the greater and safer progress of mod- 
ern aviation. 

J. M. Holcombe, manager of the Life 
Insurance Sales Research Bureau, hob- 
nobbed with the executives. 
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NUMBER of important tax cases 

have been decided during the 

year. Perhaps the most notable is 
the case of National Life vs. United 
States, 48 Sup. Ct. 591, decided by the 
Supreme Court last June. This case in- 
volved the constitutionality, of Sec. 245 
(a) (2) of the federal revenue act of 
1921 and the similar provisions of sub- 
sequent. acts. 

Under the income tax law as it has 
existed since 1921, life companies are 
taxed upon their gross income, consist- 
ing solely of dividends, interest and 
rents, less certain exemptions and de- 
ductions, the most important of which 
are: (1) deduction for interest on tax 
exempt securities; (2) deduction of 4 
percent upon the mean of the reserve 
funds required by law and held at the 
beginning and end of the taxable years. 
The statute provides, however, that the 
deduction for income upon tax exempt 
securities should be subtracted from the 
deduction allowed for interest earnings 
upon the reserve funds. It was the 
contention of the petitioner that the ex- 
clusion of income from tax exempt se- 
curities from the deduction allowed of 4 
percent interest earnings upon reserves 
was in its essence an unconstitutional 
attempt to tax tax-free securities. The 
Supreme Court, in reversing the Court 
of Claims, upheld the contention of the 
petitioner. 


U. S. Supreme Court 
Passes on Wisconsin Case 


In the case of Northwestern Mutual 
Life vs. State of Wisconsin, 48 Sup. Ct. 
55, the U. S. Supreme Court held that 
a Wisconsin statute which levied a tax 
of 3 percent on the gross income of 
domestic life companies from all sources, 
including interest upon government 
bonds held by such companies, was un- 
constitutional. 

The court held that bonds of the 
United States are beyond the taxing 
power of the states, and where the prin- 
cipal is absolutely immune, no valid tax 
can be laid upon income arising there- 
from. 


Companies Interested 
in the Coupon Decision 


Another tax case of special interest 
is the decision handed down by the 
United States Board of Tax Appeals 
last July in the case of Standard Life 
vs. Commissioner of Internal Revenue. 
This was the first so-called coupon case 
to be heard by the board. More than 
30 of our companies have similar ap- 
peals pending and more than 50 issue 
policies of the kind in question. The 
board held that reserves maintained to 
mature coupons attached to policies are 
reserves required by law within the 
meaning of the current income tax law, 
and that companies maintaining such 
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reserves are entitled to deduct 4 percent 
interest earnings thereon in computing 
their taxable income. 

It was contended by the commis- 
sioner of internal revenue that inasmuch 
as the coupons might be cashed at will, 
a mere debtor and creditor relationship 
was established; that the obligation was 
a present existing liability, and that the 
fund held to discharge it was not, there- 
fore, technically a reserve in the life in- 
surance sense. The board decided fa- 
vorably to the contention of the com- 
pany, however, on the broad ground 
that every fund maintained by a life 
insurance company to carry a guaran- 
teed policy obligation to maturity is a 


reserve required by law within the 
meaning of the income tax law. 
Total and Permanent 

Disability Decisions 

Total and permanent disability has 


been a prolific source of litigation dur- 
ing the year. Two cases, however, de- 
cided by the supreme courts of Iowa 
and Tennessee, respectively, have estab- 
lished valuable precedents restricting the 
liability of life companies within proper 
limits. 

In the case of Hawkins vs. John Han- 
cock Mutual, 218 N. W. 313, the insured 
was totally disabled for more than three 
vears, but had partially recovered at 
the time suit was brought. The policy 
contained a 60-day clause, provided for 
the first payment at the end of six 
months and thereafter annually during 
the continuance of disability, and re- 
served the right to require due proof of 
continuance of disability not oftener 
than once a year. Insured contended 
that a proper construction of the policy 
did not require him to prove that he 
would be unable to pursue any kind of 
occupation for gain or profit the rest of 
his life, but that the purpose of the 
policy was to grant disability benefits 
during the period of total disability, not- 
withstanding that it might not continue 
throughout his lifetime. 


Contrary Holdings in 
Two States Shown 


In the case of New England Mutual 
vs. Reynolds, 116 So. 151, the supreme 
court of Alabama held that insanity of 
the insured was not sufficient excuse for 
failure to provide proof of disability re- 
quired by the policy, and without the 
filing of claim, there could be no recov- 
ery. In the case of Old Colony Life 
vs. Julian, 299 S. W. 366, the supreme 
court of Arkansas held the exact con- 
trary. 

In the case of Equitable Life of New 
York vs. Kligerman et al., the New 


York Supreme Court, New York 
County, held that where a life policy 
carried a total and permanent disability 
clause, suit to cancel the same on the 
ground of fraud within the contestable 
period should join both the beneficiary 
and administrator of the deceased in- 
sured. The court declared that the same 
policy might give a right to the admin- 
istrator for total and permanent disa- 
bility benefits accruing during the life- 
time of the insured and a claim to the 
beneficiary for the proceeds of the life 
insurance feature of the policy, and that 
therefore, both the administrator and 
beneficiary were necessary parties to a 
suit to cancel the policy after the death 
of the insured. 


Incontestable Clause 
Brought Out Litigation 


The incontestable clause has given 
rise to a number of interesting cases 
during the year. The supreme court of 
Minnesota in the case of Northwestern 
Mutual Life vs. Laury, 219 N. W. 759, 
adhered to the rule previously estab- 
lished in that jurisdiction that where the 
insured dies during the contestable pe- 
riod, the defense of fraud may be inter- 
posed at any time when suit is brought. 
This decision was rendered in a suit in 
equity brought to cancel a policy within 
the contestable period. The court held 
that the company had an adequate rem- 
edy at law and that suit in equity would 
not lie. 

The supreme court of Ohio inferen- 
tially reached the same conclusion in 
the case of Schmidt, Admx., vs. Pru- 
dential. In that case the court said: 

“That provision (incontestable clause) 
has no application in this case, and is 
effective only when the insured lives 
longer than one year after the date on 
which the policy is issued.” 

In the case of Standard Life vs. 
Robbs, 6 S. W. (2nd) 520, the supreme 
court of Arkansas held that although 
suicide was made an excepted risk by 
the policy, it was nevertheless governed 
by the incontestable clause. 

The United States District Court for 
the eastern district of South Carolina 
reached exactly the opposite conclusion 
in the case of Wright vs. Philadelphia 
Life, 25 Fed. (2nd) 514. Of course, the 
latter case states the general rule upon 
the subject. 


Aviation Cases Now 
Come Up for Decision 


Aviation cases are beginning to creep 
into the books. 

In the case of Tierney vs. Occidental 
Life. 265 Pac. 400, decided by the Cali- 
fornia + District Court of Appeals, the 
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policy provided: “This policy does not 
cover any injury, fatal or non-fatal, sus- 
tained by the insured while participat- 
ing in or in consequence of having par- 
ticipated in aeronautics.” Insured went 
for an aeroplane trip and returned to 
the ground safely. About five or six 
minutes after the plane had landed, in- 
sured stepped out onto the left wing 
of the plane and onto the ground. He 
bent over to avoid a wire, and when 
straightening up, was struck by the 
propellor, which was still in motion, but 
plainly visible. He died as the result oj 
injuries thus received. The court said 
that the most approved definition of the 
word “aeronautics” is that it is “the art 
of navigating the air.” When the ma- 
chine clears the earth and returns suc- 
cessfully to the ground and is resting 
securely thereon, the “aeronautics’—the 
flight—is completed and the aeronautics 
is at an end. Insured’s death was a se- 
auence of participation in an aeroplane 
flight, but it was not a consequence of 
having participated in “aeronautics” 
within the exemption provision of the 
policy. Death was not caused in con- 
sequence of or because of the flight. 
Judgment for beneficiary was affirmed 


Passenger Not Engaged 
in Aeronautics 


In the case of Benefit Association oi 
Railway Employes vs. Hayden, 299 S. 
W. 995, decided by the supreme court 
of Arkansas, an accident policy pro- 
vided that it did not cover disability or 
fatal injury received by the insured 
while engaged in aeronautics or under- 
water navigation. Insured took a ride 
in an aeroplane which was provided at 
a county fair for such purpose and was 
killed as a result of the falling of such 
aeroplane. The court held that the act 
of riding in an aeroplane as a passenger 
did not constitute engaging in aeronat- 
tics, and that therefore, the beneficiar) 
was entitled to recover. 


Assured in Seaplane 
Capsized in Waves 


In the case of Wendorff, Admr., vs 
Missouri State Life, 1 S. W. (2nd) 9, 
decided by the supreme court of Mis 
souri, an accident policy provided that 
“the insurance hereunder shall not 
cover injuries fatal or non-fatal—sus- 
tained by the insured—while in or on 
any mechanical device for aerial navi- 
gation, or in falling therefrom or there- 
with, or while operating or handling any 
such vehicle or device.” Insured was 4 
passenger in a seaplane from Miami, 
Fla., to the Bahama Islands. Because 
of engine trouble, the plane was forced 
to alight at sea, and shortly thereafter, 
was capsized by the waves. A few mt- 
utes later insured’s lifeless body was 
seen floating in the water close by. The 

(CONTINUED ON PAGE 40) 
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ceneral, the man who is buying a policy 
in good faith will be fully protected un- 
der the expression “any occupation.” 

Policyholders should be encouraged 
to give prompt notice of claim within 
a reasonable time after beginning of dis- 
ability. This helps the honest claimant 
and enables the company to make a com- 
plete investigation. Where notice is de- 
layed because of ignorance or careless- 
ness and where the claim is valid, it is 
reasonable to make retroactive payments, 
but in the contract such payments should 
be limited to a definite period—say six 
months. In deserving cases such as in- 
sanity, the company may in practice ex- 
ceed this contract limit and pay from 
the inception of disability. 

In case of prolonged disability—that 
s, claims lasting at least six months or 
twelve months—it is reasonable to pay 
ior the entire period of disability begin- 
ning with the first day. 

A number of companies, however, 
have gone one step further. They ex- 
clude any disability lasting less than 90 
days but if disability lasts 91 days then 
they pay for the entire period. To the 
man who is actually sick 60 days, this 
offers a direct incentive to malinger at 
least 30 more days in order to draw bene- 
fits for 90 days. In the opinion of the 
committee, this form of retroactive ben- 
cfit on short claims should be discour- 


ged. 


Default of Premium 
Results Should Be Clear 


The policy should clearly state when 
the disability coverage ceases in case of 
default of premium. One company may 
wish to cover only disability which be- 
fore the expiration of the days of grace 
has become permanent as defined in the 
policy. Another company may wish to 
cover any disability beginning before 
the expiration of the days of grace pro- 
vided such disability later proves to be 
permanent as defined in the contract. 

If both companies have the 90-day 

ause, one may wish to cover the case 
where disability begins during the days 
of grace and continues at least 90 days. 
Another company may wish to cover 
only those cases where the period of 90 
days has been completed before the ex- 
Piration of the days of grace. 

If the policy language is ambiguous, 
company will probably give the pol- 
icyholder the benefit of the doubt and 
more than it intended to pay when 
ing premiums. 
If the company wishes to give the 
broadest coverage, it may insert a pro- 
Vision such as the following: 

“In the event of default in payment of 
premium after the insured has become 
totally disabled as above defined, the 
Olicy will be restored and the benefits 
l » the same as if said default had 
curred, provided due proof that 
insured is and has been continuously 
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J. J. HARRISON 
Home Life of Little Rock 


from date of default so totally disabled 
and that such disability will continue 
for life or has continued for a period of 
not less than three consecutive months, 
is received by the company not later 
than six months after said default.” 

Although a few companies grant 
monthly income for total disability be- 
ginning before age 65, the tendency is 
towards making the limiting age 60. In 
the opinion of the committee, age 60 is 
much better than 65, particularly as 
there will probably be a tendency for 
men to retire at an earlier age as wealth 
and the facilities for recreation in- 
crease. 

One large company which has 
granting both waiver of premium and 
disability income up to age 65 is intro- 
ducing a new program under which both 
these benefits will cease at age 60. Other 
companies will probably take similar 
action in the near future. 

To prevent adverse selection by men 
who are approaching the time when 
earning power will diminish or cease, 
the company may refuse to grant dis- 
ability to an applicant above age 55. 


Should the Limit 

Be $10 per $1,000? 
disability clause 
coverage as non- 
health insur- 


been 


The modern gives 
practically the same 
cancelable accident and 
ance. Although a few American com- 
panies are still issuing non-cancelable, 
several companies have withdrawn from 
the field and other have restricted the 
benefits. Apparently there is a strong 
adverse selection under non-cancelable 
insurance. 

It is generally believed that this ad- 
verse selection will be less severe under 
disability benefits incorporated in lifs 
insurance, particularly if the applicant 
is chiefly interested in life insurance ana 
the disability is merely incidental. in 
order that this relationship may be re- 
tained, the disability benefit should be 
limited to $10 per month. 

Most companies have standardized on 
$10 a month but two or three have in- 
creased the benefit to $15 after the claim 
has run five years and to $20 after it 
has run ten years. In the opinion of the 
committee, this is a step in the wrong 
direction. It is directly contrary to the 
practice of British companies with long 
experience under non-cancelable sick- 
ness insurance, as they either provide a 
level amount or actually reduce the pay- 
ments after the claim has run a certain 
length of time. It is also contrary to 
the trend under non-cancelable accident 
and health insurance in this country, 
where there is a tendency to put a defi- 
nite limit on the aggregate amount of 
claim payments obtainable. 

As a committee, we are not in favor 
of doubling the benefits if disability is 
due to accident. 


Dangers Are Seen 

in Term Insurance 

Under a life or endowment policy, the 
disability premium is a comparatively 
small part of the entire cost and pre- 
sumably the disability benefit has less 
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appeal than the life insurance protec- 
tion. On term insurance, the disability 
premium constitutes a much larger pro- 
portion of the total and there is there- 
fore more danger of adverse selection. 
Some companies consequently refuse to 
grant disability income on term poli- 
cies. 


If disability is granted on convertible 
term insurance, the policy should clearly 
indicate the nature of the disability cov- 
conversion, 


erage after such 

Some companies now provide that in 
case of insanity the payments may, at 
the sole discretion of the company, be 


This makes the 
but the 


made to the beneficiary. 
benefits more readtly available 
company should guatd against the pos- 
sibility that the insured may later ask 
for payments to himself on the ground 
that he was not actually insane but 
merely disabled. The safest course to 
pay to the beneficiary only if the in- 
sured has been adjudged insane by a 
proper court and committed to an instli- 
tution. 

On commercial health 
loss ratio should not exceed percent 
of the earned gross premiums. The Bu- 
reau of Personal Accident & Health Un- 
derwriters gives the following figures 
from the combined experience of 24 com- 


Is 


insurance, the 


55 









panies on men for 1921 to 1924: 
Weekly Earned Gross’ Losses Loss 
Indemnity Premiums Incurred Ratio 
Up $ 159 34.6% 
$15 54.7% 
$25 : 51.4% 
$50 h 4,902,727 70.7% 
$100 and over 2,387,864 80.3% 


Total... $27, $16,035,641 58.7% 
Loss Ratio Is High 
on High-Limit Covers 


indem- 


On policies providing weekly 
nity of less than $50 a week, the loss 
ratio is satisfactory but it is too high 


on policies providing more than $50 and 
less than $100 a week. It is still higher 
on policies providing $100 a week or 
more, 

We have no similar figures for disabil- 
its benefits with life insurance, but this 
experience indicates that there will 
probably be a high rate of disability on 
policies providing $250 a month or $500 
a month. There is still a greater danger 
in those cases where the applicant 
cures a total of $1,000 and $1,500 a month 
in several companies. 

In the past, many companies have rec- 
ognized the danger of over-insurance 


se- 


but have felt that they could not secure 
accurate information about disability 
benefits already in force and that even 


if they restricted the benefits the appli- 


cant could secure the additional cover- 
age in some other company under a 
later policy. 


Fortunately, more and more compa- 
nies now use an application form giving 
the disability and sickness insurance in 
force in other companies and having ob- 
tained this information they are refus- 
ing to issue if the aggregate benefits ex- 
ceed a definite figure. If life insurance 
companies permit a man to secure ag- 
gregate benefits of more than $1,000 a 
month in several companies, then, re- 
gardless of what his present earnings 
may be, it will open the way for an ad- 


verse claim experience. Each company 
should have a definite limit on the 
amount it will issue and on the aggre- 
gate it will permit in all companies. 

It is now well recognized that a risk 
may be standard for life insurance or 
even for waiver of premium but not 
eligible for disabifity income. The com- 
mittee report presented to this conven- 
tion in 1923 covered the principal haz- 


ards under the headings inspection, fam- 
ily history, personal history, physical 
examination, and occupation. A commit- 
tee of doctors will probably present a 


report on disability at the meeting ot 
the medical section of the American 
Life Convention in April, 1929. In the 


meantime, however, certain phases need 
additional emphasis. 


In life insurance ‘the chief questions 
are? 

1. What is the chance of death? 

2. What is the chance of a fraudu- 
lent claim? 

3. Is the total amount of insurance 
excessive? 

Under the disability benefit the ques- 
tions are: 

1. What is the chance of the appli- 


cant becoming disabled? 

2. Will the duration 
short or long? 

3. What is the chance 
lent claim or malingering? 

4. Do the applicant’s earnings war- 
rant the amount applied for in addition 
to all other insurance in force? 

In the selection of risks as well as in 
the settlement of claims, we must guard 
against paying for vacations, laziness, 
unemployment, and retirement because 


of disability be 


of a fraudu- 


THE NATIONAI 


of old 
ditions. 
medical 


unfavorable business con- 
Even after we have a favorable 
report, we must consider race, 
character, temperament, and earnings. 
In earnings we must exclude income 
from investments and consider not only 
the actual earnings at the date of issue 
but the probable earnings throughout 
the entire duration of the policy. 


Standard for Life Insurance, 

Sub-standard for Disability 

In addition to the well-known 
cal impairments such as light weight 
history of nervous breakdown, and occu- 
pations with aspecial hazard of accident 
or sickness, the following types may be 
Standard for life insurance but sub- 
standard or even rejected for disability 
income: 


age or 


physi- 
or 


1. History of trivial injuries such as 
dislocation of the knee, or recurrent ill- 
nesses such as bronchitis. 

2. Intermittent work such as authors 
or lecturers. 

3. Occupation where the volume of 
work varies with the season such as 
farmers, teachers, nurses, and college 


professors. 
4. Large investment income 
earnings such as capitalists. 
5. Occupation where a trivial injury 
may cause total disability such as musi- 
sicians, barbers, and vocalists. 


but small 


6. Persons who are temperamental 
and high-strung such as concert sing- 
ers. 

7. Applicants with “moral hazard’— 


that engaged in questionable pursuits, 
those who bear unsavory business repu- 
tations (brought about by such things 


is, 


as tricky and dishonest methods, fre- 
quent resort to bankruptcy proceedings, 
non-payment of debts, etc.), and all who 
lack moral stamina. 

Women Are Subject to 

Higher Sickness Rate 

Women are subject to a higher rate 
of sickness than men and present move 
difficulties in claim settlements. If dis- 
ability income is granted to women, it 
is usually subject to some or all of the 
following restrictions: 

1. Issued only to single women who 
leave home daily for fixed wage or sal- 
ary and hold a position to which they 
devote their entire time. 

2. An extra premium of, say 50 per- 
cent, is charged. 

3. The policy does not cover disabil- 
ity occurring after marriage. 

4. The policy does not cover disabil- 





ity after age 5 is the age of retirement 
usually earlier than with men. 

5. The amount of disability income is 
limited to $50 or $100 a month. 


is 


6. Issued only at ages 20 to 50. 

Some companies take the view that 
farmers and women have a higher rate 
of disability than other classes but are 
more desirable for life insurance and 
double indemnity. They therefore issue 
a limited amount with standard rates 


throughout, hoping to break even on the 
contract as a whole. Other companies 
feel that the disability benefit should be 
self-sustaining. 

We do not know the exact of 
ability benefits granted to standard risks 
but we are still more uncertain about 
substandard. At the same time, it 
difficult to satisfy the agency force 
disability benefits are denied to a large 
proportion of applicants. To meet this 
situation, some companies are granting 
disability benefits at substandard rat- 
ings. 

The 
ing cannot 


cost dis- 


is 


if 


problem of disability underwrit- 
be met by petty restrictions. 
We must follow correct principles. On 
the medical side we are watching for 
evidence of serious illness such tu- 
bereulosis and nervous breakdown. Per- 
haps our greatest safeguard lies in a 
study of those intangibles known as hu- 
man nature and moral hazard. 


Two Evaluations 

of Risk Necessary 

In underwriting disability benefits, we 
must make two evaluations of the risk 
—first, the medical, and second, the eth- 
ical. Some medical directors who have 
given greatest study to this entire prob- 
lem state that the medical side is secon- 
dary to the ethical. 

Some companies which 
tic about non-medical life insurance are 
afraid that disability benefits on non- 
medical may show a high rate of disabil- 


as 


are enthusias- 


ity. As non-medical is comparatively 
new in this country, the experience to 
date is small and immature. Such in- 
formation as we have indicates that 
with careful selection the non-medical 
will probably show a somewhat higher 
rate of disability than examined busi- 


ness in the same company. 
Some companies have been disturbed 
by a few unfavorable court decisions and 
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particularly by the Rascoe case. In this 
case, the court awarded the claimant not 
only all payments which had accrued up 


to the date of trial but also the present 
value of future payments for life. The 
claimant held a cancelable commercial 
policy rather than a disability clause 
with life insurance. One judge filed a 
dissenting opinion, It is doubtful 
whether this decision will be followed 
in other courts, but at any rate compa- 
nies are taking every precaution to 
guard against such an unexpected use 


of the disability benefit. 

if a company is writing disability 
benefits, it must be prepared to handle 
a type of claim presenting much more 
difficulty than the ordinary death loss. 
In life insurance, there is a tradition 
that everybody is honest and that every 
claim should be paid within 24 hours. In 
disability, even an apparently simple 
claim may require investigation. 


Field Man Claim 

Department Nucleus 

Even a large life insurance company 
hardly needs a trained corps of investi- 
located at strategic points 
throughout its territory. Every life in- 
surance company, however, whether 
large or small, should have at least one 
man with actual field experience in in- 
vestigating and settling claims. Such a 
man will constitute the nucleus of a 
claim department. He will be particu- 
larly useful in claims of the following 
types: 

1. Disability. 

2. Accidental 
demnity. 

3. Suspected 
representation in regular 

Furthermore, he can act 
home office investigator on applications 
for new insurance where there is a seri- 
ous discrepancy between reports from 
the agent and from the regular inspec- 
tion bureau. If a policy has been se- 
cured through fraud, he can cooperate 
with the soliciting agent in lifting the 
contract within the contestable period. 

It will not be feasible for such a man 
to go to every small disability claim in 
a remote territory. He should, however, 
personally investigate all local cases and 
all large claims. The experience thus 
gained will help him to analyze reports 
on the claims which have to be handled 
by correspondence. If he has to rely On 
written testimony, he should secure this 
evidence from numerous sources. Gen- 
erally, he should not rely solely on the 
report of the insured’s attending physi- 
cian. Frequently more satisfactory re- 
sults can be sécured by using the com- 
pany’s regular medical examiner to 
whom the policy coverage can more 
readily be explained and who will at 
least be disinterested. 

It is hoped that the inspection bureaus 
will train men for investigating claims 
—men who will be quick to appreciate 
that something which was overlooked or 
disregarded in the original inspection 
may be of great significance after a 
claim has arisen. The development of 
such men will be a distinct service to 
practically all members of this conven- 
tion. 

The life 


gators 


death under double in- 
serious mis- 
life insurance. 
as a special 


suicide or 


companies should 
encourage uniformity of procedure .in 
settling claims. One company which 
rushes in and makes a quick settlement 
simply adds to the difficulties of other 
companies which require a complete in- 
vestigation. 


Work of Disability 
Claim Department Fourfold 
The work of a disability claim depart- 


insurance 


ment is four-fold: 

1. It must investigate new claims. 

2. Having established the validity of 
a claim, it should make prompt settle- 
ment in order that the money may be 
available when most needed and thatthe 
service rendered may reflect credit on 


the insurance business. 

3. It must watch 
among old claims. 

4. It should encourage the 
to secure proper diagnosis and 
ment in order to hasten recovery. 

Such a department requires sound 
medical advice and long experience with 
policy contracts and human nature. 
Somebody at the home office must de- 
velop the intuition which can be secured 
only through actual work in the field. 

The ultimate cost of disability must 
be borne by the policyholders or the 
stockholders. We must therefore pro- 
tect our companies against unfair 
claims indicating fraud, malingering or 
misunderstanding of the coverage. Once 
we are satisfied that a claim is valid, let 


for recoveries 


claimant 
treat- 


us settle it with and 
ness. 

The gain loss 
in recent the « 
a large loss on disability 
instance, thirty-five 
ing to Connecticut show the 
aggregate losses: 5 
$9,000,000; 1927 

Most of the 
was written 
were instituted, 
miums and more 
includes some 
ability was granted for 
nominal premium. 


promptness 


show 
have 


and exhibits 


years mmpanies 

companies rep 

follow 

1925, $6,500,000; 192% 

$13,000,000 

the book 
ref 


increased pre 


business now 
the 


as 


on 





before recent 
such 
careful selection, 

business where dis 
nothing or for 


old 


Adequacy of Reserves 
Brought in Question 


8 


benefits For 


On the other hand, we are not 
sure that all companies are car z 
adequate reserves on active lives, on dis 


abled lives, and for unreported c! 
Much of this business is still in the 
lect period and the ultimate rate of 
ability may be higher. 

Possibly the gain and loss figure 
overstate the loss, but at any rate 
disability benefits now on the _ books 
have been a financial drain on the com. 
panies, Each of us should study t 
corresponding figures for his own com- 
pany and take steps to make sure tl 
future business shows a profit in kes 
ing with the service rendered. 

Disability benefits have a distinct so- 


cial value and are here to stay. We have 
had decades of experience in handling 
life insurance but most of us have h 
only a few years of experience 
handling disability. Disability is a for 
of health insurance and health insur- 
ance has been notoriously difficult t 
handle. We should profit by the experi- 
ence of accident and health compar 
in Great Britain and the United States 
Let us not complicate our problem | 
introducing frills but rather let us con- 
centrate on a uniform clause giving 


definite coverage at adequate rates. Our 


contracts should be clearly expresss 
and on valid claims liberally interpret: 
Let us so administer the disab 
benefits that they will over a period 
years reflect credit on the life insu: 


business. 


Splendid Cuteteinment 
Provided for Ladies 


The St. Louis companies provided 


most excellent entertainment for the 
ladies. They were taken on an auto- 
mobile ride Monday afternoon ending 





with a tea at the Sunset Hill Country 
Club. On Tuesday afternoon they were 
taken through Forest Park visiting t! 
Zoo, Art Museum and Jefferson Mem- 
orial. While the men were at the gol 
dinner that evening, a dinner was | 
vided the ladies and a theater | 
afterwards. At noon Wednesday 

bridge luncheon was given at the Cor- 
onado Hotel. The annual lat 








dinner da 
was held that evening in which all « 
vention people participated. 


It was announced at the Thursda 
morning meeting that the drive al 
luncheon provided for the ladies 





Thursday had been abandoned bec: 
many of them desired to be at the met 
orial service in honor of the late secre- 
tary, T. W. Blackburn at the close 
the Thursday afternoon session. 1 
ladies attended the “Night in Spain” 
the Shubert Theater, while the Amer 
can Life Convention was holding 
executive session that evening. 
The local hostesses looking after 
visiting women were headed by 
Claris Adams and the wives of the 
lowing company officials: Vice-president 


Mrs 





George Graham, Central States Life 
General Manager Julian Harvey, 
Louis Mutual; President Hillsmat 
Taylor, Missouri State Life; Presiden! 
O. L. Holland, American Nationa 
Attorney Allen May, Missouri 

Life; Counsel E. M. Grossman, Cet 
tral States Life; Vice-president J. | 


Moriarity, Missouri State; Counsel 4 


D. Nortoni, Continental Life of > 
Louis; President Ed Mays, Continen- 
tal Life of St. Louis; Counsel L. — 


Walther, St. Louis Mutual; Counsel 
C. Jones, Sr., American National; Vice- 
president J. D. Mills; Continental Lite: 
Counsel Morton Jourdan, Missouri 5tate 
Life. 
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AMERICAN 


Legal Phases of Bank Agency Problem 


(CONTINUED FROM PAGE 5) 


Must Consider Corporate 
Powers Given Banks 


\ S r tin rporate powers 
j companies to ascer- 
es they may be said to 

ve to act as insurance 


riven by Mr. Grossman. 
business is fairly well de- 
more difficult to say what 
ordinarily performed b: 
o such a general ex- 
nay be regarded as part 
mpany’s business as de- 
“The ultimate con- 

it the business of an 
gent should not be regarded 
her the banking or the 
unless it cau 
a general custom for 

is to solicit insurance. 

a trust company to act 

he management of real 

s not imply the right to re- 
! ssion on the insurance,” 


puSINESss, 


\N 
i (srossman. 
' I powers of trust com- 
pressly enumerated, the 


whether the enume- 
ers may be interpreted as 
power to act as an in- 
* he said. He quoted 
decisions holding that 
could act as an agent 
wer was given in the 
as an agent and that the 
t includes insurance agent. 
sman’s conclusion was: 
_ to act as an insurance 
erred upon banks and trust 
rganized under provisions 
eparate and distinct from 
rporation law. In states 
d trust companies are 
der the general corporation 
lestion to be determined is 
lat law permits the organiza- 
poration for two different 
of which is banking or 
business of a trust com- 
other, acting as an insur- 


ce aft » ol 
} 
vi 
) 
\4 
ho ‘ 
tne 
if 
‘ 
\ 
j 
ni 
l Ss ‘ 
} 
) 
n ¢ 
ites | $ 
cw 
7 ion it 
ss1on Cc: 
‘ f 1 
rons oF pol \ 


Question Reduced to 
Two Distinct Questions 


“Brushing aside 
terests of small groups such 
insurance companies or und 
and considering only th 
the public as a whole, we find 
the last analysis the question f tl 
desirabilfty or undesirability of bank 


trust company agencies can be 
to the following two propositions ! 


Public policy dictates that every om 


shall be fully covered by insurance 
every kind, as his needs requir« (2) 
That method of selling insurance should 


be encouraged which comes nearest to 
realizing this ideal. If banks and trust 
companies are better fitted, than reg 
ular agents, to spread insurance co\ 

age among the greatest possible number 
of people, or if banks and trust con 
panies and regular agents working sid 
by side are better able to accomplish 
this result than the agents working 
alone, then the practice of banks and 
trust companies soliciting insurance, 
should, and will, ultimately prevail. In 
that event, the legal barriers, where they 
exist, will be removed by legislation, if 
they cannot be removed by judicial in- 
terpretation. All theoretical arguments 
deserve consideration, but the ultimat« 
test is experience. It is therefore un 
doubtedly a good thing that the practic 
of banks and trust companies acting as 
insurance agents has been allowed to 
spread as much as it has without th: 
legality of the practice having been 
more often called in question. t is 
only by observing the results of these 
agencies in actual operation that a de- 
cisive conclusion as to their effect upon 
the insurance business can be reached.” 
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Legislative 


INCE the last annual meeting of the 

American Life ‘Convention Con- 

gress and several state legislatures 
have met in regular session. Some of 
the various measures enacted follow: 

The federal income tax act (1928 
revenue act), as*enacted, taxes insur- 
ance companies at the same rate as cor- 
porations generally, to-wit: 12 percent 
for 1928 and subsequent years. This 
rate was not retroactive to the 1927 
taxes. A vigorous attempt was made 
to retain the 1 percent preference here- 
tofore existing in behalf of insurance 
companies but these efforts proved of 
no avail. Senator Reed of Pennsylvania 
sought to induce the Senate finance 
committee to change the plan on which 
insurance companies are now taxed to 
the basis of capital gain and loss, but 
the committee refused to act favorably 
en the proposal. 

In New York, an amendment was 
added to the premium tax law so as to 
exclude from taxable premiums, pre- 
miums for total and permanent disability 
and accidental death benefits included 
in life policies. 

Authorized to Limit 

Licenses to Agents 


The Massachusetts commissioner, 
under a 1928 amendment, is authorized 
to issue limited licenses to agents to 
transact one or more classes of business 
which his company is authorized to 
transact. He is likewise authorized to 
issue one or more such licenses to the 
same person. 

An agency qualification law was en- 
acted in Mississippi, which provided for 
the investigation and licensing of life 


nactments 


By RALPH H. KASTNER 


Attorney American Life Convention 


agents by commissioner. Likewise a 
measure waiving the resident agency re- 
quirement for life agents from states 
granting a reciprocal privilege to Mis- 
sissippi agents was passed. A similar 
reciprocal licensing law was enacted in 
Louisiana. 

In Virginia all the powers of the in- 
surance commissioner, including the 
supervision of agents and brokers, have 
been placed in the hands of the state 
corporation commission. 

The Rhode Island legislature amended 
the law so as to deny brokers the right 
to negotiate contracts of life insurance, 
but made provision that licensed life 
agents might obtain a life broker’s li- 
cense under certain conditions. 


Several Group Insurance 
Measures Introduced 


Several group insurance measures 
were introduced at the present sessions 
of the legislatures with the following re- 
sults: 

In Massachusetts, group insurance 
will hereafter be authorized on mem- 
bers of trade unions or other associa- 
tions of wage workers. South Carolina 
enacted legislation authorizing the use 
of the name of any department of the 
state government for the purpose of ob- 
taining group insurance for officers and 
employes of the state, provided no part 
of the cost or expense is paid from state 
funds. In New Jersey, a provision was 
enacted authorizing the issuance of 
group accident and health insurance to 


employes of a given employer, similar 
to that now permitted in case of group 
life insurance. 


Authorized Investment 
Statutes Liberalized 


The question of extending the au- 
thorized investments of domestic life 
companies likewise engaged the atten- 
tion of the legislators. The New York 
iegislature materially extended the in- 
vestment law so as to permit domestic 
life companies to invest in or loan on 
bonds or other evidences of indebted- 
ness and preferred stock of any solvent 
institution having two or more classes 
of stock, or the guaranteed stock of any 
solvent institution, under certain condi- 
tions. 

The New Jersey legislature enacted 
a law extending the scope of securities 
in which domestic companies may invest 
to include participation certificates. 

Louisiana also extended the scope of 
investment to include state or federal 
bonds; stocks, bonds and other evi- 
dences of indebtedness of solvent cor- 
porations both in this country and else- 
where; loans secured by the pledge of 
stocks, bonds, mortgages or ,other evi- 
dences of debt allowed under the act; 
real estate for home office building and 
requisite for business needs; such in- 
vestments not to exceed 50 percent of 
its capital and surplus. 

Massachusetts appears to have en- 
acted most of the insurance laws during 
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administrator claimed that the exemp- 
tion clause referred only to (a) injuries 
sustained while actually flying in the 
air; (b) that the seaplane was not a 
flying machine, but a boat or vessel, at 
the time and under the facts and cir- 
cumstances involved in the controversy; 
(c) that insured was not injured either 
while in the machine or in falling there- 
from, but lost his life by drowning. The 
pilot testified that none of the passen- 
gers were injured in making the forced 
landing, and that the plane did not cap- 
size until about ten minutes after the 
landing was made. 


Judgment for Company 
Affirmed by Court 


The court held that the general pur- 
pose of the clause was to exempt in- 
surer from liability for accidents occur- 
ring in aeronautics because of the 
extraordinary hazards incident thereto, 
and that these hazards are not confined 
to the mere operation of flying in the 
air. The clause does not except alone 
injuries sustained while navigating the 
air. It specifies injuries sustained while 
“in or on any vehicle or mechanical de- 
vice for aerial navigation,” or “in falling 
therefrom or therewith,” or while “op- 
erating or handling” any such vehicle. 
The language covers activities on the 
ground or water, as well as in the air, 
when connected with the use of a ma- 
chine in aeronautics, and the clause ap- 
plies to aircraft in the situation shown 
to have existed in this case. Judgment 
for the company was affirmed. 


Concealed Fact He Had 

Pending Application 

In the case of Ellis vs. Standard Ac- 
cident, 27 Fed. (2nd) 544, decided by 
the United States District Court for 
the southern district of Texas, applicant 
stated that he had one insurance policy 


with a certain company, but concealed 
the fact that he had an application then 
pending for an additional policy. The 
court held that the theory that insured 
owed a general duty of disclosure as to 
facts not inquired about, and that under 
that general duty, he should have ad- 
vised the company that he had an ap- 
plication pending, is untenable; that 
where an insurer propounds questions 
to the applicant and he makes full and 
true answers, he is not answerable for 
an omission to mention the existence 
of other facts about which no inquiry 
is made of him, though such facts may 
turn out to be material. 


Premium Receipts Up 
for Interpretation 


The supreme court of South Dakota 
in the case of Larson vs. Equitable Life 
of New York, 220 N. W. 466; the su- 
preme court of Michigan in the case of 
Hollingsworth vs. Liberty Life, 217 N. 
W. 908, and the District Court of Ap- 
peals of California in Masson vs. New 
England Mutual, 260 Pac. 367, all held 
that where a policy is delivered uncon- 
ditionally, acknowledgment in the pol- 
icy of the receipt of the annual premium 
estops insurer, in the absence of fraud, 
to contest the validity of the policy on 
the ground of nonpayment of premium, 
regardless of the fact that only a par- 
tial payment of said premium may have 
actually been paid. In each of these 
cases, a quarterly premium had been 
paid and the policy had been forfeited 
by the company for failure to pay a 
subsequent quarterly premium. Inas- 
much as the policy acknowledged re- 
ceipt of the full annual premium, how- 
ever, the company was held to be 
estopped from forfeiting the policy. 

In the case of Columbian National 
Life vs. Morey et al., 26 Fed. (2nd) 580, 
the Circuit Court of Appeals for the 


first circuit held that a circular sent out 
by the company to a lapsed policyholder 
to the effect that reinstatement might 
be obtained by payment of the premium, 
providing no change of health had oc- 
curred, did not constitute waiver of the 
right of the company to declare forfeit- 
ure for nonpayment of premium. The 
court held that waiver of a clear legal 
right under a contract requires more 
than mere evidence of intention; it re- 
quires consideration or estoppel 

In the case of Equitable Life of New 
York vs. Brewer, before the Kentucky 
Court of Appeals, insured failed to pay 
a quarterly premium. More than 30 
days later he tendered a check in pay- 
ment, which was duly accepted and en- 
dorsed by cashier and deposited to its 
credit in the bank. An escrow receipt 
was issued, and insured was informed 
by letter that it was a necessary condi- 
tion to reinstatement that the company 
be assured of his good health. It was 
not proven, however, that this letter 
was received by insured before his 
death. The question was whether the 
premium payment, tendered after ex- 
piration of the grace period and retained 
bv the company on conditions, was 
binding on company, when the condi- 
tions annexed to the acceptance were 
not communicated to the insured, or 
assented to by him, either expressly or 
impliedly. 


Unconditional Tender 
of the Premium Made 


The court held that where the com- 
pany received the money unaccompanied 
by a health certificate, it constituted an 
unconditional tender of the premium. 
The company might have held the check 
pending performance of the conditions 
and no liability could have arisen, but 
acceptance of the money did not carry 
with it the conditions until those con- 
ditions were assented to by insured, or 
until he was advised of them and given 
an opportunity to accept or reject them. 
In this case, the premium was tendered 
unconditionally and without any repre- 
sentations whatever. Under the circum- 











the 1928 session. In addition to the 
ones already mentioned will be found 
the following: a measure was enacted 
requiring insurance companies to notify 
commissioner of termination of authority 
to do business in other states or coun- 
tries, and requiring foreign companies to 
cease transaction of business upon an 
impairment or reduction of capital or 
other funds below legal requirement 
Massachusetts further added a provision 
to the insurance law, authorizing do. 
mestic life companies to issue life poli- 
cies on non-participating plan and to 
pay excess interest on deferred payment 
of proceeds, in addition to the rate oj 
interest guaranteed by company thereon 
It likewise enacted a law exempting the 
proceeds of policies of life or endov. 
ment insurance payable to persons hav- 
ing insurable interest in the life insured 
from claims of creditors of insured. 

The New York insurance law wa 
amended so as to empower the insur. 
ance superintendent to require foreig: 
companies to furnish him with addi- 
tional information as to the condition 
of companies’ affairs, as to the total 
business or any portion thereof. 

In New Jersey, the date for filing an- 
nual statements of insurance companies 
was changed from Jan. 31 to March! 
and the expiry date of agents’ certif- 
cates was extended from March 1 to 
May 1. 

In the same state, the insurance law 
was amended so as to forbid the main- 
tenance or operation of an office in state 
for transaction of insurance business 
without proper license from commis 
sioner. 


stances, the condition of insured’s health 
was immaterial. The check was e- 
closed in an envelope without any ac 
companying communication, and _ com- 
pany accepted it without inquiry as to 
insured’s health. It was not required to 
accept it, but having done so, it could 
not defeat liability on the policy even i 
it had been shown that insured was seri- 
ously sick at the time. 


Cancellation and Rescission 
Case in Massachusetts 


In the case of Harwood vs. Securit} 
Mutual Life, 161 N. E. 589, decided by 
the supreme judicial court of Worce* 









ter, Mass., the declaration alleged tha 
an annual renewable term policy we 
fraudulently represented to insured % 
an ordinary life policy. The suit wa 
to recover all premiums paid thereunder 
over a course of several years. 

The court held that an action will lie 
for restoration of premiums where the 
essential character of the policy is fraut- 
ulently misrepresented by the compan’. 
In the instant case, the policy was sufi- 
ciently ambiguous to lead insured 
believe that he was receiving an ort: 
nary life policy, if it was so represente 
by the agent. The court further hell 
that insured was not required to retur 
the cost of insurance protection actually 
received by him during the period polit’ 
was in force, as a condition precedent t 
rescinding the contract and recoveritt 
back the premiums paid upon discover! 
of the fraud. , 

In the case of Priest vs. Busines 
Men’s Protective, 220 N. W. 255, th 
supreme court of Nebraska held that? 
state manager of an insurance compat! 
whose duties consisted of writing inst" 
ance and employing agents, but who * 
not under the direct control of the com 
pany as to the manner in which su 
agency should he conducted, nor unde’ 
any direct superintendence of super” 
sion of such company, is an independ" 
contractor and not an employe with" 
the meaning of the workmen’s compe™ 
sation law. 
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